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CONSTITUTIONS AND LEADERSHIP 


BY ARNOLD BRECHT 


Recent developments in Europe seem at first glance to throw 
into sharp contrast the political concepts of democracy and leader- 
ship. But upon closer examination any such antithesis proves ar- 
bitrary and unrealistic. There are different types of democracy 
and of leadership. Some democracies have proved able in times of 
emergency to engender something which deserves the name of 
leadership, whereas other democracies either have not engendered 
leadership or have done so only for an insufficient period of time. 

The growth of leadership in some democracies and its failure in 
others has been so widely discussed that it may appear superfluous 
to return to the question. But the debate usually centers on social 
and economic differences, on the mentality of the people, on demo- 
cratic vs. non-democratic traditions, or on able vs. incompetent 
governments. Less stress has been laid on differences in the consti- 
tutions. The details of the constitutions are generally treated as 
points of minor importance that do not really count in the decisive 
struggle if a constitutional regime is at stake. 

Such indifference to the significance of the fundamental law 
seems to me not justified. I wish to show how great a role the de- 
tails of a constitution may play in promoting or checking the de- 
velopment of leadership. 

It is, indeed, decisive for the fate of a constitution whether, de- 
spite all checks and balances, it leaves leading personalities the 
possibility of exercising the function of leadership. Of course many 
other issues are also of importance. Thus, if leadership is practica- 
ble it is important to know whether and how the abuse of such 
power can be prevented. But nothing would be more misleading 
than to consider this second question to the exclusion of the first. 
For there are times when a nation needs leadership. 
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I shall not discuss the question whether it may be possible in a 
future time of general prosperity to dispense with leadership. 
Surely a number of years must elapse before conditions can become 
so satisfactory that we may characterize the times as good. More- 
over, if the world turns to any kind of planned economy, an in- 
creased power of the executive will remain necessary. 

But there cannot be serious doubt that strong leadership must 
be available in bad times, in times of emergency, if only for a 
limited period. The democracy of Athens was perhaps more sus- 
picious of individual power than any other democracy in later 
centuries. It usually permitted only one kind of selection, selection 
by lot, and only for very short terms. But even the democracy of 
Athens did not venture to choose generals by lot. “For even these 
ardent equalitarians felt that skill and experience are essential in 
war.”? 

No constitution will stand for centuries if it does not grant 
great personalities a firm hand in bad times. 

In the following remarks on this problem I do not pretend to 
state anything essentially new of those countries that have main- 
tained democracy through long periods, but rather of Germany, 
which within fifteen years has changed its regime twice. 


War times are bad times. ; 
During the World War, did the constitutions of the various 
powers permit strong leadership to arise and operate effectively? 
We might have expected that the more autocratic constitutions 
would provide more readily for the necessary concentration of 
powers than the democratic constitutions. But this did not prove 
true. On the contrary the democracies of the United States, Great 


* Bryce, James, Modern Democracies (London 1929) vol. i, p. 172. For our times 

see Rogers, Lindsay, Crisis Government (New York 1934) p. 33: “War cannot 
be waged by debating societies. Responsibility has to be concentrated so that 
decisions can be made quickly. In much the same way the postwar problems 
required centralized authority.” This valuable book appeared after the present 
article was written. It touches the same questions, with due regard to the con- 
stitutional aspect. 
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Britain and France did create strong political leadership during 
war time and the more autocratic monarchical German constitu- 
tion did not. 

As for the western powers, this has been so often stated that it may 
be enough merely to repeat the fact here. In Great Britain, in France 
and in the United States the truce of party politics had the result 
that political leadership in the hands of the executive could dis- 
play great force. Lloyd George in Great Britain, Clemenceau in 
France and Wilson in the United States virtually dominated their 
respective countries. Up to the end of the war, they were backed 
by their parliaments, and were vested with powers which were not 
offset by powers of similar strength constitutionally granted to 
other governmental organs. 

Germany suffered during the war from the lack of strong politi- 
cal leadership. This was not entirely or mainly due to an accidental 
lack of able personalities. The German constitution of 1871 pre- 
vented concentrated political leadership, for it created or main- 
tained a rivalry among at least six forces. 

The chancellor could not give any order to the General Staff. 
Military authorities, by virtue of the state of siege, decided even a 
great part of the domestic questions without being subordinate to 
the chancellor. Hence the military influence was very great. But 
on the other hand the constitution did not grant a really decisive 
political leadership to the General Staff. For the General Staff 
could not give to the chancellor any order bearing on the highest 
political questions, especially on foreign policy. 

The only bridge between these two forces was the monarch. He 
could give commands to the General Staff, and he could change 
the chancellor if he did not approve of his proposals. The mon- 
arch had this power independently of the Reichstag. A strong and 
despotic monarch, therefore, might have given Germany concen- 
trated leadership during the war even under the provisions of the 
old constitution. But not so a monarch who, like William II, 
wanted to leave the decisions to the best experts and did not want 
to play the role of a Caesar or Alexander. For William II was no 
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longer the ambitious young emperor of thirty. He was approach- 
ing sixty now and was inclined toward modesty and reserve. It 
was precisely this fact that brought into clear light the flaw in the 
constitution. Neither the chancellor nor the General Staff could 
assume full leadership. 

As for the Reichstag, a truce to party politics had been pro- 
claimed also in Germany. This truce was, generally speaking, as 
well kept as it was in other countries, but for constitutional rea- 
sons the situation was more difficult in Germany than abroad. ‘The 
Reichstag was not connected with the government by party ties. 
The Social Democratic and Catholic Center parties held an abso- 
lute majority (201 out of 397 seats, including the left liberals, 
243). But all parties had to accept as chancellor whomever the 
emperor named. Nevertheless, the attitude of the house was im- 
portant for the maintenance of public confidence. Differences of 
opinion on foreign and domestic policies or on the ability of the 
chancellor could scarcely be bridged under the constitutional con- 
ditions then existing. 

Furthermore, there was the Prussian cabinet, with broad pow- 
ers over the greater part of Germany, not subject to the orders of 
the chancellor. 

In addition, a separate Prussian parliament existed and had its 
own legislation, especially on a question which touched one of the 
most important domestic issues in Germany. This was the reform 
of the antiquated Prussian three-class electoral system, which gave 
the wealthier electorates in the first and second classes each as 
much influence as the masses of the poorer electorate, including 
the great majority of the soldiers, in the third class. Up to the end 
of the war, efforts to overthrow this system failed because of dif- 
ferences of opinion between the Prussian parliament and the 
national government. 

Finally, as a sixth force, the princes of the other German states 
must be mentioned. They could exert influence on politics in two 
ways, by their representation in the Federal Council (Bundesrat) 
and by the prestige of their social rank. 
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“A Bismarck would have tamed all these competing forces.” 
That may be true. But then he would have broken or altered the 
constitution. Less outstanding men were seriously handicapped by 
these constitutional details. 

There was, to be sure, much internal strife and conflict in the 
other belligerent countries also. But the executive government in 
all those countries was constitutionally at the head not only of the 
civil but also of the military authorities. There was no state within 
the state which covered two thirds of the whole area, as Prussia 
did in Germany. There were not, besides a king as head of the 
state, three other kings, many grand dukes, dukes and princes 
counting as ruling authorities. There were organic ties between 
the executive and the parliamentary parties. 

Despite all these difficulties, patriotism and self-discipline were 
able to achieve marvels, but they could not completely mend the 
flaws which the constitution permitted to exist. Germany was with- 
out strong political leadership during the war, and the constitution 
was partly responsible for this. 


II 


After the war the collapse of public finance, inflation, the crisis 
in private finance and business, heavy unemployment, domestic 
riots and many other circumstances created conditions similar in 
their political consequences to the crisis of war. Did the various 
constitutions then make leadership possible? 


THE UNITED STATES 


I need not go into detail regarding the United States. Of the 
countries here under consideration it is the sole two-party country 
and enjoys all the advantages deriving from this fact. The elec- 
torate is not yet politically split up along class lines, nor along 
professional lines. ‘The party which receives the majority in Con- 
gress and whose candidate is elected president possesses great 
power. Therefore, in the present crisis, the constitution has not 
as yet failed to provide for concentrated power. Supported in each 
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house by a great majority not confined wholly to his own party, 
President Roosevelt was in a position to lead and he did lead.* 

Even the rigid constitutional provisions for the separation of 
powers and for the sovereignty of the states within their domain 
have not decisively hampered the development of presidential 
leadership. By act of Congress the president was given authority 
to deal with fundamental conditions of private business, competi- 
tion and employment, as well as with the currency. The consti- 
tution did not prevent this transfer of legislative powers to the 
president, nor did it prevent him from dealing with many details 
usually regarded as falling within the sphere of state action. 

The authority which controls the granting of money can also 
influence the spending of that money, no matter under what au- 
thority the object of the grant of money falls. The federal govern- 
ment of the United States is the final source upon which states 
and cities must draw funds for public works today. Hence the 
authority of the president also exerts a far reaching control over 
states and cities. 

Barring an adverse decision on a crucial issue by the Supreme 
Court, presidential leadership can be destroyed only in three sit- 
uations: if the majority should split; if in future elections a third 
big party should come into being; or if the next congressional elec- 
tions should result in a majority unfavorable to a president whose 
term continues through another period of two years. This third 
contingency appeared in the second period of President Wilson’s 
term and again in 1931-1932, when the Republican President 
Hoover had to face a Democratic majority in the House of Repre- 
sentatives. But in the, last presidential election the Democratic 
party also won control of Congress, thus making concentration of 
leadership possible (see Appendix) . 

Presideutial leadership is also subject to ill-defined limitations 
from the side of public opinion. At the beginning of his four year 
term a president may feel relatively free to act irrespectively of 


1See Rogers, op. cit., pp. 112, 118, 119, 123 (“American 1934 model of crisis 
government”), and 129. 
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considerations of popularity, but as his term draws toward its 
close he will be expected to take into account the effect of his 
policies upon the fortunes of his party. In the circumstances a 
president will be disinclined to pursue a policy which cannot 
promptly be understood and accepted by the masses, even if this 
policy may seem to him wise. 

This tacit constraint through public opinion, this necessity for 
maintaining popularity, becomes more and more significant as 
governmental activity is extended into wider circles of public and 
private life. There are circumstances in which failure to control 
public opinion might make effective leadership impossible. 


GREAT BRITAIN 


Great Britain no longer operates under the old two-party system 
described in the classical works on British history and the consti- 
tution. Nevertheless in dangerous situations it has continued to 
obtain cabinets supported by great majorities. Secure majorities 
supported the coalition cabinet of Lloyd George until 1922, the 
Conservative cabinet of 1923, and, after the interruption of the 
first MacDonald cabinet, again the Conservative cabinet of Bald- 
win from 1924 to 1929 (see Appendix) . 

After the elections of May 1929 there followed once more a 
minority (Labour) government, lasting two years. But in the 
summer of 1931 the great financial crisis arose, money for the 
relief of unemployment ran short and a serious budget deficit was 
threatening. Therefore a cut in salaries and the dole—the heaviest 
task for any parliament to undertake—was necessary, and the La- 
bour government, without dissolution and elections, changed into 
a coalition government, MacDonald, Baldwin, Simon, supported 
by a majority. The new majority, combining ConServatives, Lib- 
erals and a small number of Labour (now National Labour) mem- 
bers, passed the National Economy Act of 1931, which empowered 
the cabinet to cut salaries and the dole, and later, in a single day, 
passed the act abolishing the duty of the treasury to redeem bills 
in gold. 
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In the beginning the majority was not very great. The vote of 
confidence was supported by 311 against 251, the National Econ- 
omy Act by 297 against 242 votes. But new elections followed in 
October 1931 and created a majority of nine tenths for the coali- 
tion. Of the total the Conservatives won a substantial majority 
(see Appendix) . 

Thus the possibility for leadership was maintained. It was not 
only the common sense of the people which produced this result, 
but first, the clear concentration of constitutional authority in a 
majority cabinet, and second, the British electoral system. 

The power of a British majority cabinet is not questioned by 
any other constitutional force outside the Houses, neither by the 
king nor by separate state authorities. This power is the stronger 
because the British constitution knows no rigid limits upon the 
capacity of the majority of the House to deal with any question by 
simple legislation. 

The majorities were created by the electoral system of relative 
plurality. If there had been proportional representation the Con- 
servatives, for instance, would not have reached an absolute ma- 
jority in 1924, but would have had only about 288 out of 615 seats, 
and only a weak majority, if any, in 1931.1 

I do not here raise the question whether the British constitution 
has always guaranteed equal rights, whether it has created good 
government and fair legislation. I only ask whether the British 
constitution has enabled cabinets supported by a strong majority 
to come into being and to work. This question must be answered 
in the affirmative. 

The term of the present House of Commons runs to 1936. Dif- 
ferences of opinion between the coalition parties may indeed 
emerge and break the coalition, and this would render a dissolu- 
tion of the House and new elections inevitable. For it would not 
be in keeping with the unwritten but severe convention of British 


*For this and for details of the development, see Loewenstein, Karl, Minder- 
heitsregierung in Grossbritannien (Munich 1925) and “Verfassungsleben in Gross- 
britannien 1924-1932” in Jahrbuch des dffentlichen Rechts, vol. xx, p. 795. 
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political life if the Conservatives were to assume the entire power 
for themselves alone, thus exploiting the majority which they won 
in elections aiming at a coalition government. Further, great suc- 
cesses of the opposition in bye-elections might morally necessitate 
new elections before 1936. 

New elections might again create a triangular condition with 
no firm majority. Or they might sweep a Labour majority into 
power. Such a majority would not command the same strength 
as a Conservative majority. For the House of Lords, generally sup- 
porting a Conservative cabinet, often opposes a Labour cabinet 
and bars quick and determined legislation. MacDonald experi- 
enced this in various instances, especially with the Coal Mines 
Act and the reform of the electoral system. The Parliament Act of 
1911 had restricted, it is true, the veto power of the House of 
Lords, but it left to the Lords the power to postpone the enact- 
ment of any non-financial bill for two years. 

Hence there are eventualities under which the British consti- 
tution might not provide for concentrated power in times of 
emergency. But as yet and in the present world crisis the British 
constitution has not failed to fulfill this task. 


FRANCE 


Like the British constitution the French constitution knows no 
forces outside of the parliament which might legally hamper cab- 
inet leadership. Neither the prerogatives of the president of the 
republic nor rigid provisions of the constitution, nor again any 
separately founded authorities of states or municipalities limit 
the power of the parliament. The sole legally founded menace to 
cabinet leadership in France rests with the parliament itself. 
Will the split French Chambre des Députés always be able to 
create a majority firmly supporting a cabinet leadership in times 


of crisis? 

After the elections of 1919 the Right and the Center could form 
a “Bloc National” by far superior to the Left (Socialistes and the 
left liberal parties, i.e. Républicains Socialistes and Radicaux So- 











274 SOCIAL RESEARCH 


cialistes). This was the time when Millerand was elected presi- 
dent and when Poincaré marched into the German Ruhr territory, 
but also the time when the franc fell to less than one fifth of its 
gold value. 

The elections of 1924 destroyed this clear majority. Then it was 
the Left which, without the Communistes, possessed a majority, 
yet only if the small group of the Gauche Radicale was included 
(see Appendix). This party was not and is not as radical as its 
name, but is more a party of the Center. The “Cartel” of the Left 
proved therefore, in the long run, not very strong. In the begin- 
ning it was able to force the resignation of President Millerand, 
because he had gone outside the non-partisan sphere and had 
sided with the Bloc National.’ But in the deepening financial and 
monetary crisis the government could get a majority for the neces- 
sary financial measures only from its political adversaries in the 
Chambre and against most of its own followers. 

In the emergency the Poincaré cabinet of 1926 was formed. It 
included Briand and Herriot of the Left, but used the financial 
policy of the Right and secured very great majorities: 345 to 135 
on July 31, 1926; 448 to 18 (stabilization of the franc) ; and 451 
to 120 (confidence in Poincaré) as late as June 1928.” 

The elections of May 1928 seemed to support this cabinet, for 
they slightly diminished the representation of the Left. Neverthe- 
less, after the stabilization of the franc party politics began its 
play. The majority dwindled away. Poincaré resigned in 1929. 
The quick alternation of rather weak cabinets began anew. Very 
small majorities mostly decided their fate. 

The elections of 1932 destroyed the possibility of forming ma- 
jority cabinets without the Left proper. For, without Communistes 
and without the aid of the Gauche Radicale, the parties of the 
Left now commanded 342 out of 615 votes. But this majority was 
not sufficient to support any policy seriously opposed by the So- 


cialistes. Again, as in the period 1924-1926, the Left did not prove 


*See Davis, William S., in Current History, vol. xx, p. 675. 
*See the fine study by Siegfried, André, Tableau des Parties en France (Paris 


1939). 
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able to effect the adjustment of a financial crisis. Within a year 
and a half six cabinets fell, most of them over financial questions. 

Then, as in the first premiership of Poincaré, it was finally pos- 
sible to form a cabinet with power to lead. This cabinet was 
headed by Doumergue, with large majorities from groups ranging 
from the Right to the neosocialistic Left. It received a budget in 
time. Empowering acts enabled it to enact further financial meas- 
ures. Again, as in the case of Poincaré, this was performed by tying 
the leading men of the Radicaux Socialistes (left liberals) to a 
cabinet which inaugurated a more conservative financial policy. 

Thus repeatedly in very dangerous situations after the war 
France was able to create a cabinet exhibiting leadership supported 
by strong majorities, to deal with urgent and unpopular questions, 
without departing from the basis of the constitution. But nobody 
will deny that in the present case this solution was reached only 
at the edge of the abyss, that the play of party politics in the pre- 
vious months and years had disgusted the people, and that the 
lasting internal strength of the cabinet remains to be proved. 

As for the electoral system, France would be able to adopt a 
change without touching the constitutional law, which only pre- 
scribes general elections and leaves all details to the ordinary law 
(Act of February 25, 1875, Article 1). When by simple law, in 
1927, France repealed the proportional representation provisions 
and returned to the scrutin d’arrondissement (voting by districts 
having each one representative) , this certainly influenced the com- 
position of the Chambre. For with continued proportional repre- 
sentation France would now have at least 60 Communistes instead 
of 10 to 20.1 But the change was not sufficient to overcome the 
difficulty. A further alteration of the electoral system is seriously 
discussed. Besides, two proposals are contemplated which would 
amend the constitutional law: first, to confine the initiative in 


*The Communistes in 1928 got 11 per cent of the votes and only 2 per cent of 
the seats (Lachapelle, Georges, Les élections législative, Paris 1928, p. x, quoted 
by Siegfried, op. cit., p. 189, 190). Northern Ireland, by passing from the pro- 
portional representation to the English system in 1929, succeeded in establishing 
a sort of two-party system. 
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financial matters to the cabinet; second, to give the president the 
power to dissolve the Chambre without the consent of the Senate. 
The usefulness of the second alteration may be doubted, as we 
shall see from our study of conditions in Germany. But the course 
of events shows that the connection between the constitution and 
leadership is recognized in France. 


GERMANY 


Recent events in Germany cannot be judged or clearly understood 
without a knowledge of the pre-existing threefold deadlock in con- 
stitutional life. This alone will make plain why in present day 
Germany there exists no serious feeling for a return to the same 
old constitutional forms, to the same old Reichstag and to the same 
old state diets. During the national revolution nothing would 
have been more impossible to imagine than a German “‘Parlia- 
mentary Army” fighting against dictatorial powers in favor of the 
parliament of 1932, as in the English civil war of 1642 which 
founded English parliamentarism. 

One who takes into account the postwar history of Germany, 
with the incessant afflictions caused by the Treaty of Versailles, by 
occupation, reparations, inflation, by economic crisis and unem- 
ployment, can hardly escape a feeling of wonder that a revolt or 
revolution did not take place much earlier, a revolution of the 
nature of the present National Socialist revolution or one of an- 
other type, Bolshevistic, purely anarchistic, a second socialistic or 
a military revolt or revolution. 

I venture to say that no other people of the western world 
would have persevered so long in such a situation. 

As regards leadership, the Weimar constitution had healed some 
of the defects of the old monarchical constitution. It had subordi- 


nated the military forces to the political power. In the hands of 
national authorities, it had united the railroads and the post, the 
administration of customs and direct taxes, and the much reduced 
army. It had abolished the great number of ruling princes. But it 
had maintained and even strengthened the rivalry between na- 
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tional and state governments and it had created two new defects 
which helped to destroy leadership and democracy. 

These defects were the unbalanced distribution of powers be- 
tween the Reichsprasident and the Reichstag, and an inadequate 
electoral system, which—unlike the case in France—was prescribed 
by the constitution. 

The constitution was a mixture of elements taken from the con- 
stitutions of the United States, Great Britain and France. 

It took from Great Britain and France the responsibility of the 
cabinet to the Reichstag, and, as a counterpoise, the power of the 
president to dissolve the Reichstag. Neither this responsibility of 
the executive to the chamber nor the power to dissolve the cham- 
ber exists in the United States. The example of Great Britain 
shows, however, that such a system is able to produce leadership.’ 

But the Weimar constitution, following thus far the British and 
French pattern, took at the same time from the United States the 
election of the president by the whole people, without adopting 
the American system of separation of powers. This was a danger- 
ous combination of two opposing principles. In France the presi- 
dent is elected by the two houses, which, after republican majori- 
ties had been secured in the seventies, of course were intent on 
selecting personalities devoted to the tradition of parliamentarism. 
In a country of more than two great parties, a popular election 
will necessarily introduce candidates from outside the parliamen- 
tarian sphere and in opposition to this sphere.? Moreover an elec- 


1In France dissolution is tied to the consent of the Senate and has been exer- 
cised only once, in 1877, by MacMahon. 

* The difficulties involved in a combination of parliamentarian cabinets and popu- 
lar election of the president should have been understood, since the French con- 
stitution of 1848 had made the same mistake. I choose at random from Richet, 
Charles, Initiation a l’histoire de la France (Paris 1924), p. 123: “Malheureuse- 
ment l’assemblée, issue du jeune suffrage universel, et inexpérimenté comme lui, 
ignorait les principes élémentaires d’un vrai gouvernement démocratique. Elle 
prit deux résolutions qui rendaient la liberté impossible: le président de la 
République serait nommé directement par le suffrage universel, et il n’y aurait 
qu’une seule chambre. Dans sa naiveté l’assemblée ne voyait pas qu’un président 
désigné immédiatement par le peuple allait, par son élection méme, acquérir 
une autorité supérieure 4 tout, méme aux lois. Croyant donner la liberté a la 
France, elle lui donna un maitre,” i.e. Napoleon III. 
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tion by popular vote gives the president an enormous authority 
and encourages him to use his force and to dissolve a parliament 
opposing his views, if he is constitutionally vested with such a 
power. 

In addition to this power of dissolving the Reichstag the presi- 
dent in Germany had been vested with another singular power 
which created a dualism in legislation. He was constitutionally 
entitled to rule by decree in time of emergency, whenever the 
public safety and order were seriously disturbed or endangered 
(Article 48) . 

Both of these prerogatives were greatly extended by the prac- 
tice of cabinets and courts. The president, it is true, needed the 
countersignature of the chancellor for dissolving the house. But 
the president was regarded as entitled to dissolve an opposing 
Reichstag even if the countersigning chancellor had not yet re- 
ceived a vote of confidence. He was, therefore, able to select a 
chancellor in opposition to the clear majority of the house. The 
president, on simple demand of the Reichstag, was compelled to 
repeal any decree promulgated by virtue of Article 48. But Chan- 
cellor Bruening in July 1930 introduced a dangerous practice, con- 
firmed by the courts: he caused the president, after effecting the 
demanded repeal of his decree, to dissolve the opposing Reichstag 
and during the election recess to repeat his decree with a few al- 
terations and even additions. 

Thus a German cabinet could lean either on the Reichstag, 
ruling by bills and acts, or on the president, ruling by decrees. 
This has deceived most observers into believing that the German 
constitution provided for authority and leadership more than any 
other constitution, to wit, in favor of the president.1 But this 





In Germany, after Ebert’s death in 1925, it would certainly not have been 
Hindenburg, but a man connected with the parliament, who would have been 
elected if the decision had lain with the Reichstag and Reichsrat. The Field 
Marshall would probably not even have been nominated as a candidate. That 
his election did not lead at once to great confusion was due to his serious en- 
deavor to keep within the lines of the constitution. 

*This is the general opinion expressed in international literature. See Rogers, 
Lindsay, op. cit., p. 69. 
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was not true. For the cabinet remained responsible to the Reich- 
stag, and the ambiguous sources of its authority could only create 
a fatal deadlock between president and Reichstag. Expedients like 
the dissolution of the house and the rule by decree could help 
only for a short period. In the long run president and chancellor 
could not continue to rule constitutionally without the confidence 
of the house. Leadership assumed by virtue of the prerogatives of 
the president and not actually supported by the Reichstag was 
only apparent and hollow; it was liable to collapse—or to proceed 
beyond the limits of the constitution. 

But there was no constructive, only a negative majority in the 
Reichstag. This was due to the second defect of German consti- 
tutional life, the electoral system. Whereas in Great Britain in 
times of emergency the electoral system of relative plurality created 
clear and great majorities in Parliament, in Germany the system 
of proportional representation, which unfortunately was estab- 
lished by the constitution itself, produced the decay of the Reichs- 
tag. It deprived the Reichstag from 1920 to 1932 of any homo- 
geneous majority able to lead. 

It was a grave mistake for the constitution to give proportional 
representation to a people like the Germans, having a diffused 
social stratification. This system induces every group to stick to its 
guns and to keep to its own candidates. The elections in Germany 
reflected the classes and professions, and carried their warfare into 
the legislative body. The task of compromising between classes 
and professions cannot be left to deputies elected along class and 
professional lines. The voter must be compelled at the polls to 
choose the compromise which he prefers, if democracy is to have 
a chance. 

The parliamentary history of 1919 began with the so-called Wei- 
mar coalition of Social Democrats, Catholic Center and Democrats 
(left liberals). Though greatly differing on many questions they 
agreed at least upon the republican, democratic, parliamentarian 
basis of the constitution. But they held a majority for only a little 
more than a year. As early as 1920 the elections defeated this ma- 
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jority for good and all. The parties of the Weimar coalition never 
again received a majority (see Appendix) . 

But the parties to the right of that coalition also never reached a 
majority. This singular situation, lasting from 1920 up to 1932, 
was the consequence of the strength of the Communists. While no 
Communist has held a seat in the United States Congress, only one 
or—since 1931—no Communist in the British House of Commens, 
and only some ten in the French Chambre des Députés, the Com- 
munists in the German Reichstag, favored by proportional repre- 
sentation, finally totalled 77 to 100 members. They generally 
joined the opposition and destroyed any hope for a homogeneous 
majority in the Reichstag. 

From 1920 to 1932 a majority government therefore could only 
be created by joining parties of completely opposite interests and 
ideology. Either the Social Democrats had to combine with the 
party of big industry and big finance, the so-called People’s Party, 
the former National Liberals (a theoretically impossible union) 
or the Democrats and the Catholic Center had to combine with 
the anti-democratic and Protestant conservatives. 

After troublesome negotiations both of these artificial combina- 
tions were tried, each of them twice.’ These four majority cabi- 
nets covered altogether a period of only four and a half years. For 
the remaining eight years all other eleven cabinets held only a 
minority. Especially after 1930 no majority cabinet came into 
being. All cabinets were constitutionally very weak, the minority 
cabinets because of their lack of outside support, the majority cabi- 
nets because of their lack of inner homogeneity. Hence the Ger- 


* (1) Combination of Social Democrats and National Liberals (including Center 
and left liberals): 
a. 1923, August to November. Cabinet: Stresemann, Sollman, Brauns. 
Finance: Hilferding, later Luther. 
b. 1928, June, to 1930, March. Cabinet: Hermann Miiller, Stresemann, von 
Guérard (later Wirth). 
(2) Combination of Center and Nationals (including Bavarian Center and Na- 
tional Liberals): 
a. 1925, January to December. Cabinet: Luther, Stresemann, Schiele, Brauns. 
b. 1927, January, to 1928, June. Cabinet: Marx, Stresemann, Keudell. 
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man Reichstag never permitted a strong parliamentary govern- 
ment to exist. . 

It is only fair to state that President von Hindenburg at first 
tried to govern with the Reichstag and to avoid the use of Article 
48. From 1925 to 1990 he signed not a single decree by virtue of 
this article. Then the necessity for a drastic reduction in salaries, 
war pensions and the dole, and for increasing taxes, induced Brue- 
ning, the leader of the minority cabinet, to turn to government 
by presidential decree, because the Reichstag seemed to be unable 
to grant these powers. The Reichstag demanded and secured a re- 
peal of the decree, but was dissolved in July 1930. The repealed 
decree was newly promulgated. After reelection in September, the 
Reichstag abstained from repeating its demand and from passing 
a vote of censure. 

This enabled Chancellor Bruening to continue his work up to 
1932, promulgating about fifty decrees, some of them filling a pretty 
volume. His cabinet succeeded in cutting down the expenditures 
of the Reich from 12 billion Reichsmarks in 1928 to 8 billion in 
1932, and by this enormous cut met the decreasing revenues and 
the increasing unemployment expenditures so that the deficit in- 
creased only slightly. The cash in the treasury, in a very precarious 
condition at the beginning of his office, was restored to a satisfactory 
point. The army of occupation had gone and the Rhine was free. 
The reparations debt was cancelled for a year and its definitive 
cancellation was prepared. But domestic constitutional stability 
was shaken. 

When von Papen, the following chancellor, assumed the same 
methods, dissolving the Reichstag in June 1932 and ruling by 
decree, it became clear that the first resolution of the new Reichs- 
tag would be a vote of censure and a demand for repeal of some 
decrees. The anti-parliamentarian parties, National Socialists and 
Communists, together won a majority. No bourgeois or Social 
Democratic cabinet, opposed by both, could longer expect a vote 
of confidence (see Appendix) . 

Neither the dissolution in September and the new election in 
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November 1932 nor the substitution of General von Schleicher 
for von Papen as chancellor, could alter these conditions. There 
was a deadlock between president and Reichstag and a deadlock 
within the Reichstag itself, neither of which could be solved on 
the rigid basis of the constitution. 

In Prussia during the whole period from 1919 to 1932 the 
Weimar coalition was able to maintain a small majority and sup- 
port enduring cabinets. But this was no advantage to the author- 
ity of the ever changing weak national governments. In April 1932 
the coalition was defeated in Prussia also. The Prussian Diet cen- 
sured the old cabinet but could not agree upon a new one. At last 
Chancellor von Papen attempted to solve this deadlock by virtue 
of Article 48. He caused President von Hindenburg to dismiss the 
old Prussian ministers and to install the chancellor as commis- 
sioner. The Supreme Court partly rejected this interpretation of 
Article 48.1 The deadlock remained unsolved. 

The foregoing considerations show that the German constitu- 
tion of 1919 did not provide for strong cabinets on a parliamentary 
basis when leadership was urgently needed. The constitution, 
moreover, seduced the leading men into taking an open side track 
(Bruening 1930, von Papen 1932) , which gave them strong leader- 
ship for a short period but ended in an impasse. 

The final deadlock was threefold: inside the Reichstag, between 
the president and the Reichstag, and between the Reich and 
Prussia. Further deadlocks existed in Prussia and other states. 

It is conceivable that another sort of operation, some wise or 
clever device, in this or that question, might have postponed or 
even avoided one or two of the conflicts. I think so myself. But 
there cannot be any doubt that the defects of the constitution 
played a dominant and unfortunate part in the rise and develop- 
ment of the political crisis. This part might have been foreseen 
and computed, if political science had been more advanced. 

Such an unbalanced rivalry of constitutional powers as existed 


*See Preussen contra Reich vor dem Staatsgerichtshof Report, with introduction 
by Arnold Brecht (Berlin 1932). 
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in Germany and such an electoral system as existed there would 
have led to insoluble conflicts also in other countries. 

It is astonishing not that this constitution in a great emergency 
finally broke down, but that the German people did not sooner 
put an end to its defects by altering it. Even this failure was a 
consequence of the constitution itself. It had established detailed 
and rigid provisions which could be altered only by a referendum 
or by a two-thirds majority of the Reichstag and the Reichsrat. 
This majority was very difficult to attain under the above men- 
tioned conditions. All hands were fettered. No one could act freely. 
No one could lead, for a sufficient period of time, within the frame 
of the constitution. 

In a democracy it is not only good will and ability that count. 
The wisdom of the constitution must allow good will and ability 
to succeed. Some democratic constitutions have exhibited this wis- 
dom. The Weimar constitution of Germany did not. 


APPENDIX 


COMPOSITION OF THE PARLIAMENTS (LOWER HOUSES) 
AFTER THE WAR? 


Figures that include an absolute majority are italicized. 
United States: House of Representatives 
Total seats: 435. Majority: 218 





Term from 1917 | 1919 | 1921 | 1923 | 1925 | 1927 | 1929 | 1931 1933 




















Republicans... . . 216 | 2377 | 300 | 225 | 246 | 237 | 268 | 214 117 
Democrats....... 210 | I91 | 132 | 207 | 181 | 195 | 165 | 279 313 
gst oknens 9 7 I 3 5 3 I I 5 
President of the | Democrat: Republicans Democrat: 
United States. . Wilson . Harding Coolidge Hoover Roosevelt 




















* The basic figures for the foliowing original arrangement were taken, for Great 
Britain, from Loewenstein, op. cit., and Whitacker’s Almanack (London); for 
France, from Siegfried, André, op. cit., and from Annuaire Général (Paris); for 
Germany, from Horkenbach, Das Deutsche Reich bis heute (Berlin 1930) and from 
the Reichstags Handbuch (Berlin). 
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Great Britain: House of Commons 
Total Seats: 615 (1918: 707) 
Majority: 308 (1918: 354) 
1918 1931 
Elections Oppo- | 1922 1923 1924 1929 Oppo- 
Coa- | sition Coa- | sition 
liticn | and lition | and 
Indep. Indep. 
ere — 59 142 IgI ISI 287 _- $2 
National Labour.| —— —_— — — — ae 13 = 
Laperals......... 137 26 64 33 —_- 
Liberal Natls....) — | — 53 If 755 44 59 oo | 
Conservatives 
(Unionists)...| 338 48 347 259 gl5 260 472 -—- 
eee 10! 89? 9 io 5 9 3 7 
485 | 222 556 | 59 
Cabinet......... Lloyd George | Bonar | Mac- | Bald- Mac- | MacDonald, 
Coalition Law, | Donald | win | Donald, Baldwin, 
later from Simon 
Bald- July 
win 1931 in 
coalition 























1 National Democrats. 
* Of these, 70 Irish Sinn Feiners and Nationalists. 
*Of these, 4 Independent Liberals (Lloyd George). 
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France: Chambre des Députés 
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Elections 


1919 


1924 


1928 





Total of seats 
Majority 


617 
309 


582 
292 


612 
307 


615 
308 





Left (of these: 
a = Socialistes, b = 
Radicaux Social- 
istes, i.e. left liberals) 
Gauche Radicale! 


Right (of these: c = 
Union Républicaine 
Démocratique)? 

Communistes 


Others 


180 (a-68) 
(b-88) 


287 (a-105) 
(b-140) 


41 
80 
146 (c—104) 


28 


272 (a-107) 
(b-114) 


It 
22 


342 (a-131) 
(b-160) 


48 
99 
73 (c-43) 


194 
19 





Cabinets 





Bloc National 





First: Cartel 
of the Left. 
Since July 
1926: Poin- 
care Coali- 
tion 





Poincaré till 
1929. Later 
changing 
cabinets, 
mostly with- 
out the Left 





Changing cabi- 
nets of the 
Left. From 
Feb. 1934: 
Doumergue 
coalition 





From 1924 to 1931, pivot party. 
*Center 1932: Républicains de Gauche 38; Centre Républicain 36; others 25. 
Former years include Action Républicaine, Gauche Sociale et Radicale, Action 
Démocratique et Sociale. 
*In 1932 there are further included: Démocrates Populaires 17; Conservatives 13. 


Former years include: Progressistes, Démocrates, and Indépendents. 


‘Including 9g Dissidents Communistes. 





286 


SOCIAL RESEARCH 


Germany: Reichstag 






































Elections seep | ape May | Dec. sest | 2090 July | Nov. | Mar. | Nov 
1924 | 1924 1932 | 1932 | 1933 | 1933 
I o.cccrtaaediaeed 421 459 472 493 491 577 607 584 647 | 661 
MIs 3.0000 cscscscccosuan 211 230 237 247 296 289 304 293 324 | —- 
Weimar Coalition! (of these:] 329 205 193 232 240 225 213 193 199 | — 
a=Social Democrats)....... (a-163)| (a-102)| (a-100)| (a-131)| (a-153)| (a-143)| (a-133)] (a-121)|(a-120) 
Right and others? (of these: 7° 166 185 202 185 168 75 95 79 |-- 
b=German Nationals)...... (b- 44)|(b- 71)|(b- 95)|(b-103)|(b- 73)}(b- 41)|(b- 37)|(b- 51)}(b- 52) 
National Socialists............ —_ _ 324 144 12 107 230 196 288 | 6615 
I id cn caeseencainee 228 88 62 45 54 77 89 100 8 |— 
PR ictcaiadaddacssaces Wei- | Eleven minority cabinets, interrupted by four arti- Hitler 
mar | ficial majority cabinets, as cited in the article (National 
Coali- Socialists, 
tion Nationals 
or former 
Nationals, 
and offi- 
cials) 














1 Social Democrats, Democrats (left liberals) and Center (Catholics). The Center 
kept its force from 1920 (64) to 1933, March (74), even increasing a little. The 
Democrats dropped down from 75 in 1919 to gg in 1920 and to 4 or 2 in 1932. 

*German Nationals, German People’s Party (National Liberals), Bavarian Peo- 
ple’s Party (Bavarian Catholics), later also Economic Party, People’s Conservatives, 
Christian Social Party and some others. 

* Till 1920 including Independent Socialists. 


‘Former racial groups. 
®Only party admitted. 
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THE CONSUMER IN ECONOMIC 
~ POLICY 


German Experience with Consumer Representation 


BY ARTHUR FEILER 


To ONE who has recently come to America there is a striking re- 
semblance between many of the ideas of economic policy which 
are now the order of the day in America and those which domi- 
nated public discussion in Germany in the years 1918, 1919 and 
1920. Regulation of economic life by the state, an organized econ- 
omy as opposed to a free economy, combinations between pro- 
ducers in place of competition, planned economy—it seems in 
fact as if the emergency in America following the world economic 
crisis and the far greater emergency in Germany after the war 
defeat changed economic thinking in the same way and turned 
it into the same new channels. It is part of the same resemblance 
that the economic policy of the government in America now, as in 
Germany then, sees itself facing the new problem of how to allow 
the consumer a voice, however modest, in the organization of the 
producers, whose strength has been greatly increased. 

This is really a new discovery. One token of this is the fact 
that the May 1934 issue of the Annals, which contains a series of 
interesting articles, is devoted to ‘““The Ultimate Consumer” and 
is subtitled “A Study in Economic Illiteracy.” For a long time, in 
Germany at least, the best means of discrediting some measure of 
economic policy in the opinion of the public was to argue that it 
was “consumers’ policy” only. Such an argument is still effective to 
a great extent. Behind this phenomenon there lurks in part an 
unexpressed idea which is not wholly directed against the con- 
sumer—the idea that in state policy there are also extra-economic 
goals which, in the eyes of those who so decide, demand a super- 
economic ranking. The state demands material sacrifices from its 
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citizens for its armaments. It may also demand such sacrifices from 
its citizens for the maintenance or development of certain socio- 
economic groups (peasants, artisans, particular industries, etc.) 
which without state aid in the form, for example, of protective 
duties, would either decline or fail to develop, whereas by reason 
of population policy, military defense or cultural considerations 
these groups may be especially highly esteemed. In such cases, 
economics does not deny that state policy can set up such super- 
economic goals; it only demands that the sacrifice, the price which 
must be paid for the desired goal, shall be clearly stated and rec- 
ognized as such and shall not be disguised by pseudo-economic 
arguments. In general, however, the catchword ‘consumers’ in- 
terest only” really conceals something else—the exclusive valua- 
tion of the interest of the producers. The argument runs somewhat 
as follows. The only thing that matters is the increase of produc- 
tion. This would be at the same time the best policy for consum- 
ers, for all purchasing power is derived from production. Therefore 
the producer must be aided to produce as much as possible, so that 
the consumers will have most to consume. It is here apparent how, 
by simplification of the idea, a correct premise is perverted into 
a false conclusion. That production is the source of consumption 
is a truism; but the aid for production demanded is as a rule not 
aid for production at all, but rather aid for particular producers 
at the expense of other parts of the total economy, of other pro- 
ducers, of total purchasing power and finally, of the consumers. 

But who or what is the consumer? Apparently Mr. Everybody. 
But the difficulty is that this Mr. Everybody is always the “for- 
gotten man’’—not only in the public discussion but also in his 
own thoughts, because he usually forgets himself. “Consumption 
is the sole end and purpose of all production,” says Adam Smith. 
But while it is true that everybody is a consumer, it is also true 
that everybody is a producer, and the consequence is that every 
man values his producer’s interest above his consumer’s interest. 
For he regards it as easier to work for an increase in his income 
and consequently in his purchasing power than, with his nominal 
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income remaining the same, to increase his real purchasing power 
in a struggle against the producers. The pure consumer, the per- 
son who only consumes, is difficult to find. Housewives, rentiers 
and state officials have been classed as such pure consumers, but 
even this is not quite correct according to the precise meaning of 
the word. In any case, the great mass of consumers appears as a 
rule in the garb of producers. Their peculiar consumers’ interest 
they recognize generally only in times of especial emergency: in 
times of extremely high prices, when in‘the face of a sudden rise 
in the prices of necessities the mass of consumers are unable to 
effect a simultaneous increase in their nominal income in order 
to maintain their real purchasing power; or in times of severe 
economic depression, which diminishes the nominal and real in- 
come of large groups who, despite all their effort, are unable to 
effect an adjustment. Even in these cases the producers’ point of 
view is for many people more convincing than the consumers’; 
the proof of this lies, for example, in the ready approval which 
meets the conception that the low prices during a crisis are a mis- 
fortune and even the chief source of the difficulty. 

It is typical that the demand for a lowering of prices and of 
costs, such as wages, comes much more from producers competing 
with other producers than from consumers. The demand for re- 
duction of prices and costs in order to effect an increase in exports, 
which then often appears in the discussion as an end in itself, is 
an example of this. Another example is the fact that now in the 
southern states of the United States great emphasis is again being 
laid on the conflict of interests between southern agriculture, 
which must sell its principal product, cotton, on the world market 
at world prices, and tariff-protected northern industry, from which 
it must buy its industrial products at prices increased by the tariff; 
it finds further expression in the fact that the general debate over 
the high protective duties on industrial products in the United 


States is now being pressed especially by the agricultural group.’ 
1Cf. Wallace, Henry A., “America Must Choose,” Foreign Policy Association 
World Affairs Pamphlets, no. 3 (New York 1934) and Molyneaux, Peter, “What 
Economic Nationalism Means to the South,” World Affairs Pamphlets, no. 4. 
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Even the cooperative movement has found its strongest and most 
significant development not in the consumers’ cooperatives, al- 
though these have attained significance in certain countries, such 
as England, Switzerland and Germany, but rather in the coopera- 
tive organization of producers for the satisfaction of their special 
consumption needs for credit, raw materials, machinery, etc.; for 
the standardization of their products; or for the organization of 
their distribution. 

The producer is active. Just as he is accustomed to struggle 
with his competitors to sell his products, so he is also able to pro- 
tect his interests against those of other groups of producers where 
he appears as buyer, as consumer. But he will do this generally 
only in so far as his own immediate interests really appear to him 
to be threatened. When in the course of the last few years the 
iron industry in Germany, protected by its international cartelli- 
zation, arbitrarily kept the price of iron high, the industries which 
fabricated the iron rebelled at first, because they felt that their 
ability to compete was threatened by this increase in the price of 
their raw materials. But soon a compromise was reached: the fabri- 
cators of iron obtained the material for their export trade at the 
world market price, so that export again became possible, but 
they agreed to pay the higher iron price for their domestic sales. 
The domestic purchasers thus were to pay the higher price. And 
the iron fabricators would probably have agreed to this arrange- 
ment even if, as was actually the case, some of them were not 
already dependent upon iron producers through mergers. ‘The 
common producers’ interest facilitates an understanding. It con- 
stantly drives producers together again, even after a temporary 
conflict, and especially when they actually feel themselves threat- 
ened by the consumers. The famous tariff coalition between the 
large landowners and heavy industry in Germany is the best ex- 
ample of this. 

The consumer as consumer, on the other hand, is apathetic. 
And experience in the United States has again shown how hard it 
is to wake him out of this apathy. The New Deal called upon 
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him for active cooperation; the Blue Eagle showed him what 
goods to buy and what goods to avoid if he would support Presi- 
dent Roosevelt’s economic policy. With the aid of an extensive 
campaign of propaganda, the administration sought to mobilize 
the consumers to this end. With what success? It does not appear 
that Ford’s automobiles are in any less demand because he does 
not fly the Blue Eagle. The consumer as consumer is apathetic, 
and in this apathy lies the chief obstacle to the representation 
of his interests. Seemingly this representation should be easy, for, 
since everyone is a consumer, every voter is a consumer. The 
natural representation of the consumers’ interest lies therefore 
with the parliaments elected by equal and universal suffrage and 
with the governments set up in the same manner. But at the 
same time the producers exercise their influence upon both parlia- 
ments and governments. If this influence is stronger and more ac- 
tive, possessing greater power over public opinion itself, the 
influence of the producers’ interests upon public policy is so much 
greater, and the real representation of the consumers’ interests 
becomes a problem. Furthermore, when the government itself 
enormously increases the power of the producers by organizing 
them, then it naturally follows that the government attempts to 
give the consumers at least some representation. One goes even 
further and says that what the consumers lack today is the syndic, 
the specially commissioned counsel for their interests. ‘The crea- 
tion of such syndics, of such advocates, would create the consum- 
ers’ own spokesmen who could voice their especial needs in public 
discussion and in the economic organizations. Actually down to 
the present all such attempts have failed in the crucial aspects. 

All this is confirmed by the experience of the German National 
Economic Council (Reichswirtschaftsrat) during the course of 
its existence, from 1920 to 1933. The intellectual history of its 
foundation is interesting as illustrating how different ideas often 
meet under the same catchword.' To the radical section of the 
workers, at that time under the influence of the Bolshevik revolu- 


1Cf. Feiler, Arthur, Der Ruf nach den Raten (Frankfurt a.M. 1919). 
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tion and its soviets, the councils appeared as a means of realizing 
the dictatorship of the proletariat. On the other hand, the reac- 
tionary circles sought by the same means to exclude from social 
and economic questions the parliament chosen by universal suf- 
frage, or even to eliminate it entirely. Their battle cry was the 
functional parliament. It was not necessary that all voters should 
have equal voting rights as citizens, but they should be members 
of their occupational groups and vote in those groups for repre- 
sentation in the functional parliament. Political arithmetic would 
then have made possible the distribution of the mandates among 
the various occupational groups in such a way that the privileged 
strata would have had a multiple suffrage. This became very clear, 
for example, in a motion which the conservatives introduced in 
the Prussian Landtag in 1918, two months before the end of 
the war and the breakup of imperial Germany. The motion pro- 
posed to recognize six different occupational groups; the repre- 
sentatives would be distributed among these groups in such a way 
that there would be one mandate for every 12,295 voters in the 
group of independent farmers and one for every 110,530 voters 
in the group of non-independent farmers; a landowner would 
have ten times the voting power of a farm laborer, six times that 
of an industrial worker, and one and a half times that of a civil 
servant or a member of a liberal profession; an industrial em- 
ployer would have a voting strength six times that of an industrial 
employee. The recognition of the significance of this motion had 
two consequences for the ultimate German decision. In the first 
place, the political parliament elected by equal suffrage was not 
replaced by a functional parliament; rather the Weimar constitu- 
tion broadened its powers as the decisive body for all political 
decisions. In the second place, the political parliament retained 
the power of decision not only for political questions but also for 
those of economic policy. The National Economic Council received 
not the right to decide, but only the right to advise and make 
recommendations to the politically decisive bodies. The day was 
won by the conception that even questions of economic policy 
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are in the last analysis not questions of fact for experts but de- 
cisions of the political will of the community. This had a decisive 
influence upon the composition of the National Economic Coun- 
cil. For in an economic council with only advisory powers it was 
possible, without injuring legitimate interests, to allow the em- 
ployers and employees of the various industries the same number 
of representatives. If they united on some common decision, the 
number of representatives did not matter; if they disagreed, both 
sides could by separate vote submit their points of view to the 
Reichstag and the government, where the actual decision would 
then depend upon the relation of the politico-social forces. 


Independent representation of the consumer in this National , 


Economic Council was set up. There was not lacking the usual 
objection, that all members of the Council, in addition to their 
positions in the process of production were to be considered con- 
sumers and that it was inconsistent to allow the consumers direct 
representation as well. But this objection was not effective. “If 
a large and not the least valuable part of the population (profes- 
sional men, civil servants and others) ,” wrote Dr. Hans Schaffer, 
then department head, later under-secretary in the Reich Minis- 
try of Economics, “is not to be completely crushed, some better 
aid must be provided and the representative of the consumer must 
be given a voice. It is his task to sharpen the conscience of the 
participants, especially of the workers, by objective analysis of the 
arguments advanced by the producers and by expert exposition 
of the consequences of contemplated measures for the community 
as a whole. For its proper performance the number of consumers’ 
representatives is less important than the choice of the proper 
persons, who possess a knowledge comprehensive and expert 
enough to differentiate justifiable from unjustifiable demands.” 
Of the 326 members of the National Economic Council, 30 were 
representatives of the consumers. Of these, 12 represented the 
cities and rural communities, 12 the cooperatives, 2 the house- 


1 Schiffer, Hans, Der vorléufige Reichswirthschaftsrat. Kommentar der Verord- 
nung von 4.Mai z920 (Munich, Berlin and Leipsic 1920). 
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wives and 2 the domestic servants, and 1 each the employers and 
employees in the hotel and restaurant industries. This composi- 
tion clearly reveals the difficulty. Where shall one obtain repre- 
sentatives of the consumers, when the overwhelming majority of 
them are unorganized? The same problem appeared even more 
significantly and clearly in the functioning of these representatives 
in the National Economic Council itself. Anyone who, like the 
writer, was a member of the Council throughout its entire exis- 
tence, could always observe this. The representatives of the con- 
sumers always felt that no organized power stood back of them. 
The representatives of the consumers’ cooperatives were in a 
somewhat better position than the others, who did not understand 
at all whom they really represented. What influence they possessed 
they possessed only as individuals. But there was no talk of unity 
among them, of a similarity in the interests and points of view 
which they asserted. 

Even more significant was the difficulty of consumer representa- 
tion in another type of organization in Germany, a type which 
because of the N.I.R.A. now assumes new interest for the United 
States. These were the so-called industrial self-government bodies. 
This new form of organization first appeared in a different field, 
in the administration of the grain supply during the war. Ger- 
many, cut off from foreign imports, found it necessary to obtain 
control of the grain produced in the country and to distribute it 
among the people at fixed prices by means of bread cards. For this 
purpose there was created an organization with two branches: a 
commercial division, which took care of all business matters (the 
accumulation and administration of the stocks, storage, shipping, 
etc.—the largest grain trading concern in the world) ; and an of- 
ficial directing body, which had to decide all questions of eco- 
nomic policy, and which was composed of representatives of the 
governments of the Reich and the states, together with a few 
representatives of producers and consumers. I was, I think, one 
of the first at that time to propose the adaptation of this form to a 
particular industrial field—the reorganization of the coal mining 
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industry.1 Developments in this industry had led to the establish- 
ment of a private monopoly, limited only to some degree by for- 
eign competition; a return to free competition could no longer 
be expected. The mines delivered such coal as they did not them- 
selves use to a common sales organization, the coal syndicate. This 
syndicate in fact ruled the coal industry—by allocating quotas 
to the various producers, by allotting output for the foreign and 
domestic markets, by setting the price. The proposal was to reor- 
ganize this private monopoly after the model of the grain organi- 
zation. If the coal syndicate had until then been only a device 
of the mining entrepreneurs, it could be converted into a repre- 
sentative organ of all economic groups involved for all questions 
affecting the community as a whole, so that here too all decisions 
important for economic policy would be transferred to an organi- 
zation in which would be represented not only the mine owners 
but also the workers, not only the producers but also the con- 
sumers of coal and with them the representatives of the Reich 
to protect the general interest, while just as in the case of the grain 
organization certain fundamental powers were to be reserved di- 
rectly to the Reich. Four years later the regulation was actually 
put through practically in this form in the Law for the Regulation 
of the Coal Industry of March 23, 1919; at that time it was called 
socialization. Shortly afterwards the potash industry was organized 
in a similar manner. In the period immediately after the Revolu- 
tion of 1918 powerful voices were raised in favor of the organiza- 
tion of all important German industries along some such form; 
they proposed it not only as a means of insuring the common 
benefit in the case of those private monopolies which had already 
actually developed but they also sought deliberately to create 
monopolies in all important industries by governmental interven- 
tion, in order to be able to administer them communally. Out of 
these far reaching plans nothing more came in Germany. In part 
this was because the immediately pressing cares of the day ab- 


1Cf. my article, “Ein Vorschlag fiir den Neubau des Kohlensyndikats” in the 
Frankfurther Zeitung of August 17, 1915, reprinted in my book, Vor der Uber 
gangswirtschaft (Frankfurt a.M. 1918). 
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sorbed all efforts. In part also, however, it was due to the fact that 
the organization, originally conceived of only as an emergency 
solution for an emergency case, revealed itself simply as that, with 
not very encouraging results and not as an ideal solution. 

The decisive results were: The influence of the consumer repre- 
sentative was extremely slight. The workers’ representatives, es- 
pecially during the years of inflation, very readily reached an 
understanding with the representatives of the owners, so that the 
miners received wage increases and the owners price increases. 
The actual fixing of prices consequently took place as a rule not 
through this industrial self-government but through the decision 
of the minister, who retained a veto power over price increases. 

The consumer element in the Reich Coal Council, which con- 
stituted the communal head of the organization, consisted of 
representatives of coal dealers, employers and employees in indus- 
tries consuming coal and small craftsmen using coal, cooperatives 
and city and rural coal users, such as the railroads and ocean 
and inland shipping. In the Socialization Commission Walther 
Rathenau characterized the significance of using the dealers as 
representatives of the consumer in the following words:! “When 
a large coal dealer, who in addition is perhaps an industrialist, 
puts on his top hat as a consumer and appears as such, this is an 
obvious abuse.” In reality the wholesale coal trade has long been 
so dependent upon the producers that it cannot be conceived of 
as an opponent to them. Somewhat the same relation, although 
in the reverse direction, was discovered in connection with the 
Reich Potash Council by the German Economic Investigation.? 
In the Potash Council the consumers’ representatives were taken 
primarily from organizations (agricultural organizations and co- 
operatives) which distribute potash among the consumers. This 
too creates dependent relations and conflicts of interests. 
“Through their position as distributors in the potash industry 


1Rathenau, Walther, Verhandlungen der Sozialisierungskommission tiber den 
Kohlenbergbau in Jahre 1920 (Berlin 1920) vol. ii, p. 574. 

* Die Deutsche Kaliindustrie, published by Ausschuss zur Untersuchung der Er- 
zeugungs- und Absatzbedingungen der deutschen Wirtschaft (Berlin 1929), p. 71. 
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they are not bound up with it from the consumers’ point of view 
alone. Their attitude can be subjected to influences arising out of 
these broader relations.” And this problem of consumers’ repre- 
sentation is not unique. Even the representatives of the coal-using 
industries in the Reich Coal Council are as a rule far from strong 
enough to provide a responsible opposition. They sit with the 
mine owners in so many common industrial organizations, they 
feel themselves so closely bound up with them socially, they may 
have every reason to be careful that they are not themselves 
swallowed up by these great mining concerns, whom they must 
oppose in the Council. In sum, “the consumers sometimes go to 
one side, sometimes to the other and sometimes they divide up” 
—thus the spokesman of the mining industry before the Economic 
Investigation described the role of the consumers’ representatives.1 

The broadest parody on the consumer in economic policy was 
provided by Hugo Stinnes in the Socialization Commission of 
1920, when he proposed (as socialization!) that the consumers 
themselves—the iron works, the communal electricity plants, etc. 
—should simply buy up the mines and thus eliminate the problem 
entirely. Later developments did largely proceed along these lines, 
but to a great extent with the result that the power of the coal 
mines and their managements was immensely increased. This ver- 
tical concentration of iron and coal was to a great extent effected 
from the coal end, the foundries becoming subsidiaries of the 
mines. The tie-up between coal and communal electricity plants, 
furthermore, often did not lead to a socialization of coal but to 
the reverse—the private control of electricity. The decentralized 
production of electrical current in local electricity plants was 
largely replaced by the large scale production of electrical current 
at the mine and the long distance transmission to the city elec- 
tricity works. For this purpose however, large mixed corporations 
owned jointly by mines and communities were set up, and in these 
corporations the managers of the private mines were able to gain 


1 Kartellpolitik, published by Ausschuss zur Untersuchung der Erzeugungs- und 
Absatzbedingungen der deutschen Wirtschaft (Berlin 1930) Vernehmungen, p. 109. 
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a noticeable influence. Those who suffered most from this process 
of amalgamation were naturally those producers and consumers 
of coal who were unable to participate in it and for whom only 
the rest of the purchasers or sources of supply were available. 
The cooperation of mine owners and workers, the reciprocal 
grant of wage and price increases, would perhaps not have gone 
through as easily as was often the case, had the workers’ represen- 
tatives in the Coal Council not been chosen directly from the 
miners’ unions but from the central organization of the unions. 
The interests of the community would have appeared more clearly 
to such representatives of the workers as a whole than to those 
of the organizations of the workers directly concerned. Even so 
it is not certain that the group interests would not then have at- 
tempted to influence the decision of the central trade union or- 
ganization itself. The representatives of the miners in the Reich 
Coal Council perceived very clearly the dilemma in which they 
found themselves. One of them, mine foreman Werner, expressed 
this quite honestly in 1920 in the Socialization Commission.? 
“The interest of the entrepreneur and of the worker unfortunately 
lies in the same direction in the present general developments 
with regard to the price question. One may be a very good Social 
Democrat but if he sits in this circle as a representative of workers’ 
organizations, then, since the shirt is closer to one than the coat, 
he must accommodate himself to circumstances; he must represent 
the interests of the mine workers.’ The miners finally found a 
way out of their dilemma by asking the opinion of the Reich 
minister of economics before reaching their own decision, a solu- 
tion that in no way satisfied the representatives of the entrepre- 
neurs and concerning which: Dr. Herbig stated before the 
Investigation:® “Frequently the workers shifted the burden to the 
Reich minister of economics; they said, ‘Before we take a stand 


2A similar conclusion is reached in Wirtschaftsdemokratie, edited by Fritz Naph- 
tali and published by order of the Allgemeiner Deutscher Gewerkschaftsbund (Ber- 
lin 1928), p. 50. 

2 Verhandlungen der Sozialisierungskommission, op. cit., vol. i, p. 193- 

* Kartellpolitik, op. cit., second section, p. 107. 
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we must hear the position of the Reich minister of economics.’ 
Thereupon we always said, “That doesn’t go. You must decide 
first. The Reich minister of economics has only the right of veto 
and by this means you escape your responsibility.’ As a practical 
matter it always happened that the representative of the Reich 
ministry of economics had to express his opinion. . . . It was 
typically the case that before the Reich Coal Council reached a 
decision we had first to come to an agreement with the minister of 
economics. It was a kind of preventive censorship.” This is cer- 
tainly not very good. But in reality this device of calling upon 
the minister of economics is much more in accord with the point 
of view of the consumer interest than if the representatives of the 
miners had looked after the interests only of their own group, the 
wage interests of the workers. They sit in the Reich Coal Council 
to represent the miners as persons participating in production. 
And it is interesting to note how the representative of the entre- 
preneurs’ group expressed himself before the Investigation con- 
cerning this participation.’ “On the neutral ground of the Reich 
Coal Council there reigns, through personal contact, a peaceful 
mood. I personally esteem this as something valuable; there one 
can speak with the other side man to man, without becoming 
bound by it in wage matters. As long as one knows how to treat 
the economic problems there independently of other questions, I 
believe this institution represents an advantage. If the Reich Coal 
Council should be replaced by some other body, these relations 
would be lost, because they would not lie in those fields. If I must 
submit to a sharing of control with the workers, I would much 
rather do it with miners than with some indefinite outside labor 
representation.” The last sentences agree almost word for word 
with what many employers in the United States used to say when 
they advocated the open shop and refused to deal with representa- 
tives of the unions. It is interesting that the representative of the 
German entrepreneurs spoke then in favor of the miners’ union. 

But what about the representation of the consumer in economic 


*Ibid., p. 106. 
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policy? Let us quote, from the proceedings of the German investi- 
gation, one more opinion concerning the Reich Coal Council ex- 
pressed by a representative of a coal using industry, Director Karl 
Lange of the Association of German Machine Shops (Verband 
deutscher Maschinenbauanstalten) :1 “I disapprove thoroughly of 
the fact that responsibility is shifted and the state of affairs thereby 
disguised. This occurs in the compulsory cartels because the inser- 
tion of so-called consumers’ representatives makes it appear as if 
the compulsory cartels were subject to an especially strong super- 
vision. The activity of consumers’ representatives in such bodies, 
however, is generally of a very problematic nature, even that of 
the workers in the same branch of industry, in so far as one ex- 
pected from them an influence as a counterweight in the price 
question and as a protection of the general interest. One should 
not labor to create artificially structures which look as if they 
were not cartels with the effect of private monopolies. Practically 
all of these cartels are being conducted according to the point 
of view of private interest. One should therefore not create uncer- 
tainties and hybrids, but rather take care that every position in 
the economy has a clear responsibility to bear.” 

This is an unfavorable verdict, but it is clearly correct. The pro- 
tection of the consumer, as far as the present goes, does not lie 
with himself or with the representatives he sets up by his own in- 
fluence. In so far as the consumer is not entirely forgotten, his 
protection lies rather with the parliament and the government, 
subject to all the checks and opposing influences which make 
themselves felt in these bodies. This is true for the United States 
as well as for Germany. It is true for economic policy as a whole 
as well as for special protection against private monopolies. Con- 
cerning the latter at least the following conclusion is clear: if 
one wishes to protect the consumer, in so far as possible one should 
not permit private monopolies to arise and, above all, one should 
not create them. 


1 [bid., p. 164. 











SOCIALISM AND DEMOCRACY 


BY EDUARD HEIMANN 


‘Trove the greater part of the history of socialistic thought, a 
real democracy has been conceived of as the essential goal of 
socialism. If socialistic leaders occasionally spoke scornfully of 
“democracy,” what they had in mind was the hollow form of a 
political democracy in which the masses remained dependent and 
unfree. Latterly the conviction has gained currency that a sharp 
antithesis must be drawn between socialism and democracy. It is 
asserted that the experience of Russia has proved that the objects 
of socialism are incompatible with those of democracy, at least for 
the transitional period; that all practical socialistic movements 
must follow the precedent of Russia in rejecting democracy. 

The case of Russia is indeed instructive. As we shall see, it 
exhibits the relationship of socialism and democracy in two 
sharply contrasting phases. Still more important, the development 
of the relation in Russia is plainly bound up with special economic 
and social conditions peculiar to Russia. Accordingly it is neither 
scientifically justified nor politically sound for socialists to lean 
too heavily on the Russian precedent. Indeed, the international 
repercussions of the Russian policy have presented grave problems 
to the progress even of a socialistic movement which holds aloof 
from the Russian scheme. 

The problem of the relations of democracy and socialism is 
therefore not one that can be disposed of by mere reference to 
Russia. It must be examined in the light of socialistic doctrine and 
history. 


I 


Hammer and sickle were the adequate coat of arms of the new 
Russia in her first stage. They symbolize, as the social basis of the 
new state, the equality of rights and the alliance between the in- 
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dustrial and the agricultural workers. The alliance was directed 
against the groups representing the old state and regarded by the 
workers and the peasants as guilty of social oppression and of the 
political failure in the war: the semi-feudal oppressors of the 
peasants and the capitalistic oppressors of the workers. The posi- 
tive aim of the alliance was an organization assigning to each 
group the rights which their respective experience of life and 
work required. This implied socialization of industry for the 
workers as the condition of their independence from capitalistic 
domination, and individual property in land for the peasants as 
the condition of their independence from the large landowners. 
Most of the peasants had been the serfs of the rural aristocracy 
up to one generation ago and continued to be their indebted 
workers, except for a few sections of old free peasantry. The pro- 
gram was a real democracy which excluded any privileges in social 
and economic position and included the mutual recognition of 
different social groups on the same footing; not only recognition, 
however, but also mutual assistance in satisfying their respective 
requirements.* 

This democratic alliance was done away with in the second stage. 
This step was defended theoretically by a special interpretation of 
Marxism. According to this interpretation socialism must be all- 
comprehensive as a basis of an all-comprehensive plan of produc- 
tion and must be based on proletarian propertyless workers only. 
The individual tie which binds the peasant to his soil had there- 
fore to be destroyed; the peasant had to be transformed into a 
proletarian, and the “state of the workers and peasants” had to 


*It may be said in criticism of the position here taken that the nationalization 

of the land took place in the very beginning and created at least the legal and 
formal possibility of collectivizing the peasants. As to the original ideas of the 
communist leaders, we do not know them. Certainly the peasants themselves, 
who were engaged in establishing themselves in the newly seized properties, had 
no expectation that they would be collectivized. Also foreign observers believed 
that the preliminary plan of individual cultivation, utilization and inheritance 
was going to be the definitive and permanent arrangement and that nationaliza- 
tion was only the legal form for dispossessing the former large landowners and 
for redistributing their lands. 
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be transformed into “the first workers’ state of history.” In effect, 
if not formally, the sickle was dropped from the emblem. 

The forcible action against the peasants was designed to cope 
with an alleged danger to the communistic state. The emergence 
out of individual property and management in agriculture of the 
kulaki seemed to contain a new germ of capitalism. This argu- 
ment, however, is not convincing. Marx himself ridicules the 
bourgeois theory that capitalism arose naturally from the superior 
skill and thrift of some individual small owners; he holds that the 
capitalistic investment of feudal fortunes as well as the formation 
of new fortunes through wars, inflations and other catastrophes 
was responsible for the beginnings of capitalism.) It is true that 
any organization of life, in order to maintain itself, must watch 
those limits whose transgression would reverse its meaning if 
not its form. This applies also to democracy. If, therefore, the 
growing wealth of some farmers proved dangerous, democracy 
had to destroy it. In the non-dynamic field of agriculture this 
would not, however, necessarily involve more than a rigid limita- 
tion of individual wealth, a measure very different from melting 
the entire peasantry down into a mold alien and undesirable to 
them. The old and allegedly communist organization of the “artel’’ 
was evidently not important enough to bring about a genuine 
tendency to collectivization on the part of the peasants; otherwise 
the communists would have justified their procedure by reference 
to the artel. 

On the side of economics it was urged that collectivization of 
the peasantry was necessary in order to escape economic crises. It 
is true that the basic economic principle of socialism is planned 
management of collective property, but only in connection with 
large scale production, which socialism assumes to be the only 
technique capable of surviving in the important branches of pro- 
duction. According to the underlying theory it is the decentralized, 
uncoordinated management of the units of large scale production 
and their fitful expansion that are productive of ever recurring 
crises. In the field of small production and individual operation 


. 
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there is no inherent tendency toward crises. Assuming a society 
consisting only of craftsmen and peasants, no one would expect 
crises to emerge. The crisis belongs entirely to the dynamic field 
of capital and large scale production. Accordingly, the principles 
of common property and planned economy apply to this field 
alone, and a different organization in the fields of individual 
work is admissible. What the social and spiritual significance of 
this field is and why it exists are questions that may be left un- 
answered for the moment. The crucial requirement of economic 
stability can be satisfied according even to socialistic theory by 
reshaping the sphere of large scale production. 

Since neither the political nor the economic argument for the 
collectivization of the peasants is conclusive, there must have been 
other grounds for this huge venture. We indicated them above 
and leave their further discussion to the third part. It will be useful 
to examine first the conditions which made the Russian procedure 
possible, although they are not at all identical with the reasons 
which demanded it. Assuming that for some reason the coordina- 
tion of the various groups into the communistic pattern was de- 
sirable and necessary, the question remains: how was it possible to 
impose such a policy on the peasants? What were the circumstances 
that enabled a small minority of the people to establish its dic- 
tatorial control over the large majority? 

Of course, an extremely rigid form of dictatorship was indis- 
pensable under Russian conditions. The smaller the percentage of 
those already shaped to the communistic norm, and the more 
remote the goal of complete collectivization from the inclinations 
of the large majority, the more violent the dictatorial rule had 
to be, assuming that the attainment of the goal was necessary. 
But before the dictatorial control could be exercised, it had to 
be established. It was not merely the courage, devotion and fa- 
naticism of the communist fighters that made the establishment 
of a communistic dictatorship possible, as communists in all coun- 

tries are inclined to think. There were definite objective conditions 
' which made the seizure of power possible. 
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It has often been pointed out that the peasant in most sections 
of Russia had had little experience of personal freedom in his 
work and was therefore accustomed and inclined to obedience. It 
was to be expected that he would be especially disposed to give 
obedience to an authority that opened up so many new and fasci- 
nating prospects as the Soviet regime did. In spite of this tradi- 
tional obedience, however, there were considerable political and 
economic difficulties in subordinating the peasant to the official 
program. It was the backward stage of industrial development in 
the Russian economy that offered an outlet in the direction of 
communism. 

At the moment of the revolution, Russia was not a modern in- 
dustrial country. To make her industrial is one essential and last- 
ing outcome of the revolution, whatever the social and spiritual 
results might be, and it is being achieved by an enlightened and 
advanced government through dictatorial coercion, just as govern- 
mental coercion lay at the basis of industrialization in central and 
western Europe two centuries earlier. Russia has an advantage 
over the older countries in so far as she may hurry along a road 
which the others have gradually built. The point important for 
the present analysis is that Russia’s pre-industrial and pre-capi- 
talistic condition when she was overwhelmed by communism is re- 
sponsible for the political and economic possibility of communism. 
This statement, which is in line with Leninism and Sorelism, will 
bear amplification. 

At the outbreak of the revolution, the vast majority of the peo- 
ple lived under semi-feudal conditions; they were largely illiterate; 
they therefore lacked all socio-political consciousness and political 
organization—they were indeed technically incapable of organiz- 
ing. Only a small minority of the people represented a modern 
society in embryo, with factories and transportation operated by 
proletarians who, by virtue of their education through capitalistic 
experiences and Marxian discipline, were critical, enlightened and 
organized. Thus this minority possessed the monopolistic weapon 
of political knowledge and organization, and could overcome the 
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ignorant and unorganized majority and impose upon them a 
proletarian scheme of existence. 

The urban industrial population, since it was only a small per- 
centage of the whole, could be fed with relative ease in the midst 
of the vast agricultural areas. The cities needed only small aver- 
age deliveries from the peasants, or none at all from many sec- 
tions if other sections provided sufficient supplies. Theoretically 
the enormous government-owned estates, formerly the property 
of the imperial family, should have been more than sufficient for 
this end, and this seems to have been the original expectation. 
But even after this expectation had proved illusory the govern- 
ment felt no particular dependence on any section of the peasantry, 
and could therefore venture to risk their antagonism. 

Nothing corresponding to these conditions can be found in the 
older industrialized countries. There is everywhere the tradition 
of the farmer’s freedom in his work. All groups of society are in- 
structed, “enlightened,” self- and class-conscious and highly or- 
ganized, distinctly aware of their social position and jealously 
watching over it.1 Nowhere are the proletarians politically more 
advanced than other classes, and nowhere are they in the ma- 
jority. Everywhere they face the opposition of an equally strong 
or even superior class of independent producers, including the 
peasants who form its most important nucleus. Under these cir- 
cumstances, a proletarian revolution is politically impossible. 
Economically the higher the percentage of the population depend- 
ing on daily deliveries from the peasants or the smaller the per- 
centage of agriculturists in the population, the greater is the 
economic power of the latter. It is a striking proof of the blinding 
effect of doctrinairism that Marxian materialism never discovered 
the binding economic dependence of the entire industrial world 
on the cooperation of agriculture.” If the problem of feeding the 


1For our present discussion it is irrelevant whether there is a separate peasants’ 
organization or a more comprehensive argicultural organization including, and even 
led by, the landlords as in Germany. 

*Franz Oppenheimer, now a septuagenarian, was and is indefatigable in point- 
ing to this central economic and political law. 
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cities was in fact difficult and dangerous enough in Russia with 
80 per cent of the population consisting of ignorant and unor- 
ganized farmers, what might be expected in a country like Ger- 
many where strongly organized agriculturists making up 30 per 
cent of the population must feed the remaining 70 per cent?4 

While the success of the Russian revolution has intensified revo- 
lutionary sentiment and activity among the urban proletariat in 
other countries, the effect of the agrarian policy of the Soviet gov- 
ernment has been to deepen the suspicion of farmers in all coun- 
tries and to set them against the proletarian movement. Whether 
the transformation of agriculture was justified or not under Rus- 
sian circumstances, it is a fact that the farmers in all countries feel 
that the Russian peasants were deceived by labor, their former 
allies. And it is a further fact that no subsequent amends have 
succeeded in removing the suspicion and appeasing the hostility. 
And even if the Russian peasants should eventually not only ac- 
cept but approve of their new position in the framework of eco- 
nomic life, this is unlikely to win over the peasants of the other 
nations. The peasant everywhere exhibits an instinctive devotion 
to individual property, through which he and his family are per- 
sonally rooted in their field of work and socially independent in it. 
This devotion lies much deeper than mere calculations of income 
and standard of living. And the argument that capitalism threatens 
their property and independence does not attract them to com- 
munism, which equally threatens their property and indepen- 
dence. 


1Sometimes communists attempt to escape the consequences of the dependence 
of industrial populations on agriculture by emphasizing the possibility of im- 
porting food supplies. If such importation is conceived of as normal and usual 
because the domestic production is regularly insufficient, communism would be 
dependent on foreign peasants or farmers. This is merely to shift the problem, 
not to solve it. If it is conceived that importation is resorted to only to cover 
an unanticipated deficit, it must be assumed that by fortunate coincidence there 
exists abroad a sufficient surplus to take care of the requirements of the whole 
industrial population, in case of a peasants’ strike. This is also to ignore the 
possibility of international political complications. Wherever agriculture depends 
on tariffs the conflict of economic interest between the industrial workers and the 
farmers is inescapable. 
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It is therefore vain to seek to win the peasants of the older 
countries to communism. And this precludes the possibility of suc- 
cess on the Russian model, except in the conceivable case that an 
eventual failure of fascism might paralyze peasant organizations 
just as the failure of German democracy paralyzed labor. But 
even in this event communism would by no means be the neces- 
sary alternative. Many forms of government are capable of de- 
fending the interests of the farmers, but no government what- 
ever is possible without being at least tolerated by the farmers. 
After the success of communism in Russia and partly because of 
this success there can be no hope for or danger of communism 
in western Europe. In spite of some millions of communist votes 
there was never a real chance of communism in Germany, and 
there is none in the other countries.* 

German labor, during its impressive rise, had held the uncon- 
tested leadership and authentic interpretation of scientific social- 
ism, until these passed to Russia as a consequence of the over- 
whelming victory of communism and the decline and final catas- 
trophe of German labor. It is now clear that the communistic 
program, far from representing a necessary evolution, is an out- 
come of peculiar Russian conditions which political leaders of 
unique ingenuity were able to utilize for the realization of their 
plans. As a universal program it has no validity. 

Scientific socialism has always conceived of theory and practice 
as one. It has sought, not to set goals but to adapt itself to the 
goals toward which the forces of history are driving. For the 
western world the Russian program is obviously not the histori- 
*The German Social Democrats perceived the impossibility of attaining an all- 
inclusive socialism by surprise and violence, but they equally believed in the 
final coordination through capitalism of the whole economic body under large 
scale production and the destruction of the propertied independent producers. 
They therefore chose to wait for this event and the reorganization of society 
in the two classes of the Marxian scheme: the small class of private proprietors 
of the big plants and a huge class of proletarians operating them. German de- 
mocracy failed because it did not find nor even search for a constructive principle 


upon which to unite the majority of the diversified nation and to build up a 
biock capable of seizing and holding power. 
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cally indicated goal. Another approach to the problem is neces- 
sary. 


II 


When the Marxian doctrine is examined in the light of the his- 
torical circumstances of its origin its meaning is unmistakable. 
It involves not merely a system of socialism as opposed to capital- 
ism, but also a materialistic logic as opposed to idealistic rational- 
ism. The Marxian doctrine rejects the view of the liberals and 
the utopians that rational analysis and moral ideals are capable 
of establishing a new social order.! Whatever the term material- 
ism may mean in this connection, it implies a belief in the 
existence of significant evolutionary forces in history, and in the 
necessity of an alliance with these forces as a prerequisite to the 
making of history. The Marxian doctrine conceives of socialism 
as the form toward which the technique and organization of 
modern industry, as well as the vital requirements of the indus- 
trial workers, must inevitably lead.? 

It is true that the Marxian doctrine does not imply that social- 
ism will establish itself merely through the blind play of historical 
forces. Socialism, like any great purpose, can be achieved only 
through the devotion, energy and intellectual effort of its adher- 


ents. Thus Marxian socialism implies an idealistic factor, with- 
out which socialism could not be realized even if the material 
conditions were ripe. The ignoring of this factor in the theory 


1See Heimann, E., Kapitalismus und Sozialismus (Potsdam 1931) ch. xii, part iii. 
?In the Marxian philosophy there are sociological as well as economic presupposi- 
tions. The philosophy presupposes the familiar European class structure, with 
the industrial workers and the peasants in the vast majority of cases committed 
for life to their respective status, and with the employer class defined rather 
rigidly. There is serious doubt that Marxian doctrine can be applied in its 
accepted form to American conditions, where similar assumptions as to permanent 
status would be unrealistic. Both employer and laborer are affected by the tra- 
dition of personal adventure, of possibilities of quick change in position, and 
this fact tends to inhibit the development of a genuine sense of solidarity. The 
history of socialism in America, with its ups and downs, its frequent cleavages, 
its shifting personnel, reflects this weakness in the ideological position of American 
labor. 
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and practice of the right wing of the German labor movement 
had an important bearing on recent events in Germany. 

A socialistic order, however, can not be realized by the free and 
arbitrary application of human reason or moral strivings or or- 
ganized power, just as it can not be the automatic result of eco- 
nomic forces. It must arise out of the inherent tendencies of men 
in the presence of economic forces which drive toward its realiza- 
tion, though it requires for its realization a devoted and intelli- 
gent leadership clearly conscious of the task and its conditions. 
To interpret Marx in terms of his own logic, he neither created 
a socialistic movement out of nothing, nor did he merely discover 
a socialistic movement that existed before him. What he did was 
to analyze out the instinctive and vital tendencies inherent in a 
distorted and chaotic proletarian life, and to draw these tendencies 
together into an organic form, directed toward a definite goal, 
thus transforming given proletarian impulses and necessities into 
an historic force. 

We must then recognize in the socialistic doctrine a combina- 
tion of the objective and the subjective, the materialistic and the 
idealistic. The materialistic, objective conditions making for so- 
cialism in an industrial age wait upon the creative power of man 
for realization in working institutions. 

This realistic view contrasts sharply with the views of the ideal- 
ists (including the romanticists) . To the idealist, the materia!— 
in our case the material conditions—is entirely passive. The 
master employs this material, meaningless and worthless without 
him, to express his own ideas or feelings, and thus endows the 
material with a share in the life of the spirit. The realistic case 
is well understood in art, especially in music (Bach) and in mod- 
ern architecture; it is perhaps clearest in the realm of pedagogy. 
The teacher who deserves the name of master does not impose 
upon his pupils norms derived from his own personal needs and 
experience. He seeks to discover the natures and the requirements 
of his pupils, and thence to develop norms and objectives to be 
realized through his instruction. 
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t The realistic activity and creativeness, then, consist in pene- 
trating the concrete material and its intrinsic meaning and urge 
and in forming the material according to that intrinsic meaning. 
This is, in fact, the religious attitude, according to which there 
is genuine meaning in every being. 

| The application of the principle of realism to politics is ob- 
vious. Successful political institutions can neither be created arbi- 
trarily nor can they come automatically into being. Creative 
initiative has to penetrate the meaning of its material, that is, 
the necessary functions and genuine tendencies and requirements 
existing in the given social life, and to realize and liberate them 
by a reorganization on corresponding norms. We are, therefore, 
justified in ascribing a democratic meaning to Marx’s thought. , 
We are not now concerned with his economic theories, such as 
the capitalistic concentration of production and the consequent 
reduction of virtually the whole people to the status of property- 
less proletarians. We are concerned rather with, Marx’s style of 
thinking, his philosophical method. This method, together with 
that economic theory, compose Marx’s system. The economic 
theory is subject to analysis in the light of recent statistics. What- 
ever conclusions may be drawn from such an analysis, the signifi- 
cance of the philosophic method remains. It is fundamentally a 
democratic philosophy. 

In approaching the problem of the democratic factor in the 
philosophy of Marx we must look to the spirit, not to any particu- 
lar forms that may have been traditionally associated with the 
term democracy. Under what forms of government and by what 
political methods the end can be secured—by parliament, soviet, 
leadership, etc.—are secondary questions we leave open, though 
they alone seem to interest the political discussion both among 
socialists and non-socialists today. We are using the term de- 
mocracy in the sense of a fundamental human attitude and goal. 
In this sense it is not exhausted with the consent of the majority. 
The majority may consent to the rule of a dictatorship, but this 
does not make democracy out of dictatorship. In its true humanis- 











312 SOCIAL RESEARCH 


tic tradition democracy means such a direction of life as main- 
tains for all individuals and groups the right of being themselves 
and living according to the pattern of their own natures. 

This right is of course subject to the limitations of impinging 
rights of others. Oppression and exploitation are not included 
among democratically realizable rights, even if there are individuals 
or groups who require exploitation and oppression for the realiza- 
tion of their own pattern. Only those can move within the demo- 
cratic pattern who seek their own freedom without encroaching 
upon the freedom of others. 

Since the nature of man and of history is essentially dynamic, no 
scheme of.democratic rights can be established once for all. To 
realize democracy as a permanent institution involves a continuous 
process of adaptation, of redefinition of the content and limits of 
individual and group rights. The task of allocating to all groups 
and individuals room for moving according to their respective in- 
herent norms requires a profound understanding of what is needed 
by each for self-realization and self-expression under existing cir- 
cumstances. What is essential to the performance of this task is 
a belief in and love of human diversity, a humble and responsible 
consciousness that our intellect is not the creator of norms for 
mankind and history, but a powerful instrument for directing in- 
herent tendencies and thus realizing their actual meaning. 

A new pattern of living and working has been created by the 
overwhelming force of history in the industrial age: the collective 
technique of working in the great industrial establishments and 
the collective pattern of living in the workers’ quarters of the big 
cities. New and hitherto unknown possibilities of life have thus 
arisen. Socialism appears to be the organization of modern life 
consistent with the collective nature of the material conditions. 
Through socialism industrial workers as well as industrial organi- 
zation may secure the possibility of being themselves, of being 
what they are apparently predestined to be. 

In contrast with the realistic socialism here implied an idealistic 
socialism would seek to impose its own form of organization no 
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matter what the direction of the intrinsic forces of society. Idealis- 
tic socialism is defended simply as the most sensible and most moral 
organization, as proved by critical analysis. Realistic socialism bases 
its claims to the collective organization of life upon the historical 
facts of life and work conducted on a collective pattern. It arrives 
at an all-inclusive socialization because it believes that economic 
reorganization through capitalism would lead to a collective tech- 
nique of production on industrial lines in all important fields. If 
the circumstances were different the outcome in organization would 
also be different. Through the thousands of years when the tech- 
nique and nature of work was individual a corresponding organi- 
zation of property rights was required. So long as man was rooted 
in his individual work through individual property such property 
was self-evidently justified. This view prevailed from Aristotle to 
Adam Smith and Jefferson. Marxian realistic philosophy would 
agree with them; socialistic idealism would not. 

Realistic Marxism would agree that if history did not produce 
a uniform and all-comprehensive collective technique of large scale 
production on industrial lines throughout the important spheres 
of economic life, there would be no basis for an all-comprehensive 
uniform socialization. If individual work and small scale produc- 
tion proved able to meet the competition of large scale production 
in many fields, the old individualistic organization of work would 
continue to be adequate to those fields. If history differentiated be- 
tween the domains of large and small scale production a realistic 
Marxian philosophy would also differentiate and prescribe social- 
ism for the field of large scale production, and individual property 
for the undynamic and uncapitalistic field of small production. If 
it is the separation of property from labor in large scale produc- 
tion for which socialism blames capitalism, socialism should respect 
and protect the union of property and labor where it continues 
on an individual basis unbroken by capitalism. A diversity in ap- 
pearance thus would express the unity of the principle of man’s 
claim to independence in his work. Real independence of course 
includes an adequate degree of economic security, which would 
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be provided by the unitary management of the field of large scale 
production. We should not have an orthodox socialistic society, 
but a real democracy which granted to every group its freedom, 
and therefore would grant socialism to industrial labor as the 
specific application to industrial conditions of the basic democratic 
philosophy, while preserving individual ownership for the peas- 
ants and handicraftsmen who have proved their ability to sur- 
vive under capitalism. This limited socialism is sufficient to furnish 
the whole of society with the economic security and protection 
from crisis which is the overwhelming requirement of both labor 
and individual producers. It is therefore a differentiated organi- 
zation, not communism, toward which the vital requirements of 
modern differentiated society appear to drive. 


Ill 


A uniform socialistic organization, whatever its ideology, is im- 
perialistic if not based on a uniform spontaneous evolution toward 
large scale production as its technological and social basis. Im- 
perialism in this connection signifies the attempt to impose the 
norms of life derived from the conditions and aspirations of one 
group upon another group irrespective of the special requirements 
of the latter group. In this sense, imposing the proletarian-indus- 
trial pattern and values upon the peasants is imperialistic. The 
peasants and other independent workers are forcibly transformed 
into proletarians. This is done in the interest of socialism, which 
according to its own analysis is the spiritual self-expression of pro- 
letarian life only. 

It is freely admitted that this form of social imperialism as it 
appears in Russia is quite different from the usual economic or 
nationalistic imperialism in its conscious aims and motives. Eco- 
nomic imperialism means the exploitation of foreign peoples. As an 
example of political imperialism we may cite the forcible imposi- 
tion of the Italian language and education upon the German peo- 
ple of Southern Tyrol in the interest of Italian nationalism. In 
contrast Russian communism honestly believes that it is acting 
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in the interest of the peasants when it imposes proletarian norms 
upon them. It assumes that the standard of life of the peasant will 
be raised in the process and that they will be liberated from their 
individualistic narrowmindedness. This is not at all a mere ration- 
alization. ‘There are no doubt many instances in which peasant 
groups are benefited by the improvements in technique and or- 
ganization introduced by the Soviet government. 

Granting the moral superiority of the social imperialism of the 
Russian communists, it none the less exhibits the typical narrow- 
mindedness of imperialism. It proceeds forcibly to destroy a gen- 
uine and viable pattern of life in the interest of another pattern 
which it regards as superior. This procedure is not consistent with 
socialistic philosophy and it is refuted by the political impossibility 
of communism in the western world for which Marx had written. 

The underlying assumption of this proletarian imperialism is 
that the peasants themselves do not recognize their own true in- 
terest. The proletarians alone, who owe to their capitalistic experi- 
ence and its Marxian interpretation an enlightened and critical 
consciousness, are assumed to be capable of perceiving this interest. 
The monopoly of knowledge by the proletarians is assumed to 
justify and demand the application of this knowledge as a law 
which other classes must follow, a law imposed from without and 
arising from theory, not from the conditions of life of the groups 
upon which the law is imposed.* 

The objection may be raised that capitalism would have reduced 
the peasants to a proletarian condition if communism had not 
intervened. If this objection were valid, it would appear that com- 
munism had merely shortened a process operating toward the goal 
of socialization. This argument is based on two assumptions: that 
capitalism substitutes large scale production for the small scale pro- 
duction of independent propertied workers not only in manufac- 


1This idealistic turn of Marxism as the theoretic basis of communism finds 
expression in Sidney Hook’s Towards the Understanding of Karl Marx (New 
York 1933). This book stresses the requirements of proletarian activity and 
minimizes the “materialistic” side: the existing nature and power of the other 
groups concerned and of their field of work. 
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ture but equally in the various branches of agriculture, and that 
when communism intervenes in a premature stage of evolution the 
whole program of capitalism must nevertheless be taken over. 

How valid are these assumptions? It is indeed an article of faith 
with communist writers that the independence of individual pro- 
ducers is being thoroughly destroyed by capitalism and that a 
definite preponderance of large scale production operated by pro- 
letarians is being established. Nevertheless the available statistics 
of all European countries show the stability of both the middle 
class and the proletarians during the last three decades, with no 
change in the relative importance of the two classes. 

The belief that the crisis would eliminate the middle class proves 
illusory. The crisis weakens the whole economic structure, but 
small scale production and ownership are not more seriously weak- 
ened than large enterprises. If the small producers are heavily in 
debt to capitalistic lenders, neither does this fact assimilate them 
to the proletariat. The political tendency generated by excessive 
middle class indebtedness takes the direction of scaling or cancel- 
ing debts, not of communism. 

In important areas of economic life the superiority of large scale 
production is a myth. It is conceivable that progress in technique 
will eventually favor large scale production in every field. But this 
remote and uncertain contingency does not justify the anticipation 
of the social form appropriate to a universal prevalence of mass 
technique. Such premature applications of the social form appro- 
priate to large scale production mean a potential loss in produc- 
tivity and consumption even though this loss may be effectively 
concealed through a discriminatory economic policy. Large scale 
production is superior in Russia because all the administrative 
measures of a dictatorial regime are being used to promote it and 
improve its methods and to handicap small production. 

But even if it were demonstrated that in every field large scale 
production could establish its superiority in production, and hence 
could supply consumption more abundantly, the case for eliminat- 
ing the small scale producer would not be conclusive. It is necessary 
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to take into account not only the interest of the consumers, who 
desire the benefits of greater abundance and lowered cost, but also 
the interest of the producer, whose work has values for him not 
comprehended in the mere exchange value output. It is characteris- 
tic of capitalism to disregard all values not capable of expression 
in terms of price, and hence to disregard the destiny of the worker. 
But any socially progressive society must find a compromise be- 
tween the interests of the consumer and the interests of the worker. 
Even the present state, through its social legislation, may subordi- 
nate the interest of the consumer to that of the producers, as in 
reducing the hours of labor under conditions that do not admit 
of a corresponding speeding up. Increased efficiency, desirable in 
the ordinary case, is not a sufficient end in itself. 

No doubt some orthodox Marxian critics will object to our real- 
istic and democratic interpretation of socialism on the ground that 
it mars the symmetry of the traditional dialectic: individual organi- 
zation of individual work; individual organization of collective 
work (capitalism) ; collective organization of collective work (com- 
munism) . It is obvious that this evolution requires a preponder- 
ance of one form over the others in each successive phase. 
Historically, however, there is no instance prior to the Russian 
enterprise of the exclusive dominance of any one of the three 
forms. The pre-capitalistic forms of the peasantry, the handicrafts, 
retail trade, etc., survive under capitalism. They are subordinated, 
it is true; they are enmeshed in capitalistic market and credit 
relations. This fact justifies the application of the term capitalism 
to the whole economic system. Similarly the term socialism might 
properly be applied to a system predominantly collectivistic, but 
permitting individual property and work in special fields, in the 
interests of liberty and productive efficiency. All such pre-capitalis- 
tic enterprise would be integrated with the socialized field of col- 
lective work and mass production through exchange and credit 
relations and would benefit by the effect of industrial and financial 
planning in avoiding the crisis.’ 


2 Anyone who does not find this result satisfactory for a rigid dialectical system 
must be reminded of the true character and claim of the dialectical system. It 
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It is, however, a question of taste whether the name socialism 
would fit such a structure. Socialism in the realistic philosophy 
turns out to be an instrument of the democratic spirit in the field 
of large scale production. This spirit requires a diversified struc- 
ture in accordance with the existing human and social diversity. 
Diversity of the social structure, however, does not mean the 
maintenance of class differences. It is only by ignorance that the 
conceptions of group and of class are identified with each other. 
A result of this confusion is that some deniand the preservation 
of classes on behalf of the diversity of life, while others demand 
a complete uniformity on behalf of the destruction of classes. The 
conception of class assumes an antagonistic interrelation of different 
groups on different footings in the same field, such as feudal lords 
and the peasant serfs cultivating their lands, or capital and labor 
in modern industry. The above picture of a real democracy shows, 
on the contrary, a diversity of groups on the same footing in dif- 
ferent fields. ‘These are not classes. That they are really on the same 
footing according to the democratic principle can be disputed only 
if the sociological conception of property is misinterpreted. A man’s 
property in his own field of work only is extra-capitalistic, it makes 
him independent; a man’s property in other people’s fields of work 
is the private property of capitalism because this form of property 
presupposes that those other people are propertyless and therefore 
dependent on the owner of property. Legally identical, the two 
forms of property are strictly opposed to and exclusive of each 
other in their human and social significance. On the contrary the 
individual property of an independent producer in his individual 
field of work is legally opposed and socially parallel to the collec- 
tive property of industrial workers in the fields of their collective 
work; they are the respectively appropriate forms of sociai and 
economic independence and their combination is the adequate ex- 
pression of the realistic democratic philosophy: a spiritual unity 
in the legal, technical and human diversity. 





can only be the final, unforeseen result of a process of realistic research. In case of a 
conflict between the dialectical system and the realistic method, the superiority of 
realism as the principle, starting point and method is obvious. 
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THE IDEAL TAX SYSTEM 


BY GERHARD COLM 


In THe present depression the relation of government to business 
has undergone a far reaching change. On the whole it is probably 
also a lasting change; the passing of the depression is not likely to 
be accompanied by a simple restoration of the pre-crisis relation- 
ship. All countries are faced with new problems of financial policy. 
The public debt, swollen during the war and only partially re- 
duced since, has nearly everywhere been increased by fresh bor- 
rowing induced by the crisis. Governments have had to assume new 
social and economic tasks, and they will find it difficult to retain 
the economies effected during the depression. Many states therefore 
will have to reckon with the need for increased revenue for both 
central and local government. In connection with this the tax 
system will once more become the subject of heated controversies. 
New viewpoints in the selection of taxes have been brought for- 
ward by the experience of the depression period. The belief in the 
old criterion of justice descended from the liberal epoch has been 
shaken, and a demand crystallized for a tax system whose yield is less 
affected by cyclical fluctuations in business and which can be used 
to mitigate their violence. Hence the question whether the tradi- 
tional criteria of an ideal tax system are still valid. ‘The canons of 
taxation offer merely formal principles to be considered in evaluat- 
ing any tax system; but the content of these principles and the 
relative emphasis placed upon each of them must be fought out 
anew in each historical epoch. 

In the following essay I attempt to analyze, in the light of the 
depression experience, the ideal tax system suited to the present 
stage of capitalism. The criteria applied will be those of justice, 
fiscal productivity and serviceability as an agency for mitigating 
business cycles. In this general discussion we must ignore the dif- 
ferences between the tax systems of national and local, or federal 
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and state governments, however important and acute the practical 
and theoretical problems presented by these may be. 


I 
The Criterion of Justice 


1. Eternal and Historical Justice 

The economic and financial developments of the postwar period 
raised the question whether the criterion of justice belongs in the 
theory of taxation. In insisting upon fiscal justice the classical 
economists really defended the natural right of the taxpayer against 
the arbitrariness of the state. In other words fiscal justice reflected 
the eternal rights of the individual as against the historical demands 
of the state. Influenced by Hegelian philosophy German theorists 
of public finance attempted to eliminate this dualism of the indi- 
vidual regarded as a part of the “natural order” and the historically 
conditioned state. Adolph Wagner, for instance, derived the re- 
quirement of fiscal justice from the aims pursued by the state in 
a specific setting. He maintained that state purposes, and with them 
the meaning of justice, change with each historical epoch; the re- 
quirements of justice were thus given a concrete content, but their 
validity was limited to a particular period. Now, if the demands of 
justice vary with time and place it seems to follow that they are the 
product of more or less arbitrary value judgments. ‘These may be 
inescapable for statesmen but should be excluded from the con- 
sideration of scientists, just as the problem of the equity of our 
economic system is the concern of social philosophers and not of 
economists.! Space limitations forbid a treatment of the problem 
of justice in all its ramifications. I shall attempt, however, to outline 
in a few suggestive terms my position on this problem. In this I 
shall base myself upon the philosophical viewpoints developed in 


1 Cf. Ammon, A., “Zur Frage der steuerlichen Lastenverteilung” in Jahrbiicher fiir 
Nationalékonomie und Statistik, 3rd ser., vol. lxviii (1925), and Mann, F. K., “Die 
Gerechtigkeit der Besteuerung” in Schanzfestschrift. Beitrage zur Finanzwissenschaft, 
vol. ii (Tiibingen 1932). On the problem as a whole cf. Weston, S. F., Principles of 
Justice in Taxation, Columbia University Studies in History, Economics and Public 
Law, vol. xvii (1903) no. 2, and Sultan, H., Die Staatseinnahmen (Tiitbingen 1932). 
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Aristotle’s Ethic! which have scarcely become out-dated even at the 
present day. 

The first question is: under what presuppositions would pcliti- 
cal justice actually lose its validity as a criterion of state action? 
‘Justice between master and slave and between father and child is 
not the same as absolute and political justice . . .” (V, vi, 8) . Polit- 
ical justice rests on the polarity between the claim of the state to 
power and individual freedom. ‘‘Political justice means justice as 
between free . . . persons” (V, vi, 4). A fundamental idea of the 
totalitarian state is that the sphere of individual freedom is com- 
pletely dissolved in the whole. Here, therefore, the meaning of 
justice has entirely changed; it is no longer political justice but 
“domestic justice” akin to that which should govern the relation 
between master and slave or father and child. Yet the totalitarian 
state is only a limiting case never fully realized in practice, and the 
polarity between state and individual always exists in however vary- 
ing a degree; hence political justice remains an essential criterion 
of all government actions, including taxation: ‘‘the function of the 
ruler is to be the guardian of justice, and if of justice, then of equal- 
ity” (V, Vv, 5). 

“Equality” is the criterion of justice, but only in a sense still to 
be defined. For a state of full communism, for instance, the rule is 
“distributive justice” (V, iii), which gives to everyone an equal 
share, or more exactly a proportionate share—‘‘proportionate to 
his merits” (V, vi, 6) is the distributive principle mentioned once 
as an example. For a state which confronts not only natural but 
also economic inequality the ruling principle would be “‘corrective 
justice” (V, iv); this means not equality but equalization of dis- 
proportionate inequalities. The demand for equal treatment 
(“treating the parties as equal,” V, iv, 3) and for rectification of 
inequalities is the natural claim to justice presented by the in- 
dividual to the state. 

In this connection it may be suggested that only such state dis- 


* Quotations in this article follow Nicomachean Ethics, tr. by H. Racken, Loeb 
Classical Library (London and New York 1926). 
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crimination among citizens is just as is based on their essential in- 
equality within the sphere of state responsibility. For instance, the 
judge whose verdict is governed not only by the nature and circum- 
stances of the crime but also by personal sympathies and antipathies 
is unjust. These sympathies are very important and legitimate dif- 
ferentiating factors in other social relations, but they are of no 
relevance to the state. Hence there is no point in objecting to equal- 
ity as a criterion of justice on the ground that human beings are 
not equal. The question here is what differentiates men not as 
human beings but as objects within the sphere of state responsi- 
bility. 

As further defined the equality claim of justice is universally 
binding; it is valid for all ages and countries so long as there exists 
a sphere of individual freedom. Yet Adolph Wagner was right in 
opposing to the universal rules of taxation of the classical school a 
concept of justice whose content varies with changes in the structure 
of the state. “. . . But in our world although there is such a thing 
as Natural Justice, all rules of justice are variable” (V, vii, 3) . Now 
what precisely is the historically changing as against the “eternal” 
or “natural” claim of the individual? It is the changing sphere of 
individual inequalities which concern the state, the varying config- 
uration of the area which is politically relevant. Thus for the pure 
Rechtsstaat the only important difference between individuals is 
that between law breaker and law observer. With the increase in 
state responsibility for economic well being, individual differences 
in the economic sphere, first in distribution and then in produc- 
tion, demand discriminatory treatment. Rules of justice vary there- 
fore with a change in the lines of demarcation between the politi- 
cally relevant and the purely private. The formal thesis that an 
equal treatment of equals and an unequal treatment of unequals 
is just varies in content depending upon which inequalities are 
held to be politically relevant. 

The determination of the boundaries of the politically relevant 
sphere is, however, not simply a matter of ascertaining a historically 
given fact. Here too there are a norm and deviations from it. The 
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measuring rod is the historical purpose of the state in each situa- 
tion. “. . . The rules of justice ordained not by nature but by 
man are not the same in all places, since forms of government are 
not the same, though in all places there is only one form of govern- 
ment that is natural, namely, the best government” (V, vii, 5) . 

The above considerations lead to the conclusion that a recogni- 
tion of the historical relativity of rules of justice does not at all sig- 
nify an abandonment of the rigor and binding force of the uni- 
versal claim to justice. Also the historically conditioned rules are 
not arbitrary but subject to the test that in each historical situation 
there is only one mode of conduct, one government that is best. 

The task of our time is therefore not to eliminate the criterion of 
justice as a canon of taxation but to fill it with a new content. How 
far is fiscal science competent to undertake this task? Certainly the 
student of finance can not presume to define the purposes of the 
state corresponding to a particular epoch. But he can arrive at rules 
of taxation corresponding to a particular delimitation of the sphere 
of state responsibility. Furthermore, he must decide to what extent 
taxation is a proper instrumentality for the realization of particular 
state purposes. Even if one believes, for example, that the state 
should pursue a definite confessional policy and thus discriminate 
among its citizens on the basis of church affiliation, he may under 
given conditions hold that taxation is not the appropriate means 
for the execution of this policy. The use of the taxing power in 
the service of perfectly acceptable state purposes which, however, 
cannot be promoted thereby is an injustice and a nuisance. A judg- 
ment about the justice of a tax or tax system presupposes therefore 
a historico-political interpretation of the existing state and society. 
The science of finance must then deduce its special rules of tax 
justice from the given general content of political justice. If ‘‘the 
chief task of economists at this hour is to distinguish afresh the 
Agenda of Government from the Non-Agenda,”! testing the old 
rules of just taxation in the light of the new distinction is a pressing 
task of fiscal science. 


* Keynes, J. M., The End of Laissez-Faire (London 1926) p. 40. 
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2. The Rules of Justice in the Different Stages of Capitalism 

In the following paragraphs I shall present four different con- 
cepts of the capitalist state with a view to establishing their bearing 
on the content of tax justice. None of these concepts is fully realized 
in an existing state structure in any historical period; in every capi- 
talist epoch the actual state is a combination of these concepts al- 
though with a varying emphasis. This creates difficulties, for the 
shift in emphasis follows not any objectively ascertainable criteria 
but is rather the result of a conflict of social forces and ideologies.! 
Furthermore it cannot be assumed that change in the concepts of 
justice ‘‘causes’” changes in tax systems; the latter are induced by 
fiscal and economic needs and shifts of political power. Yet one of 
these needs is the necessity of justifying—up to a certain point— 
any tax system which rests upon the cooperation of taxpayers. Cer- 
tainly there has never been a tax system corresponding perfectly to 
the current concept of justice; but a recognition of the latter has 
always been a factor of some importance in the evolution of public 
finance. Any interpretation of fiscal history, couched though it may 
be in terms of pressure politics or of interest groups, must therefore 
take account of the criterion of justice. 

I shall outline four different types of state structure under capi- 
talism, inquiring for each of them about the existence of a definite 
combination of state functions and of the corresponding criteria of 
justice.? 

(a) Ina period when the duty of the public authority is gen- 
erally conceived as protection the tax burden must be carried pri- 
marily by those who are the main beneficiaries of protection. In a 
“night watchman” state taxation based on the benefit principle 
fulfills the ideal of “corrective justice.” The tax which was best 
adapted to the conditions of early capitalism not only from a tech- 


* Altmann, S. P., “Das Problem der Gerechtigkeit in der Besteuerung” in Archiv fiir 
Sozialwissenschaft und Sozialpolitik, vol. xxxiii (1911). 

*In this I am following the tradition of the German science of finance; from Adolph 
Wagner to present writers, for example H. Ritschl (cf. “Gestaltungsformen und 
Entwicklungsstufen der Staatswirtschaft” in Schmollers Jahrbuch, vol. xlix, 1925) 
or F. K. Mann (Die Staatswirtschaft unserer Zeit, Finanzwissenschaftliche Fo1- 
schungen, no. 1, Jena 1930), it has worked with the method of stage schemes. 
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nical fiscal point of view but also from the standpoint of justice 
was therefore the property tax. To the real property tax there cor- 
responded police and fire protection of real estate, an increase in 
land value due to road building, reclamation, and the like. Within 
certain limits the excise too followed the benefit principle; it could. 
be regarded as a tax on sales in a market protected by public author- 
ity. From this point of view there was no justification for income 
taxes. Differences in income result, according to the philosophy of 
this period, from differences in personal ability and are proportion- 
ate to services rendered. Exponents of this point of view have char- 
acterized the taxation of incomes as robbery. 

In the last decades the majority of European students have aban- 
doned the benefit principle. They maintain that this principle 
contradicts the very essence of taxation, which is the idea of “‘general 
correspondence”’ rather than of “specific correspondence” as with 
prices. This argument, however, is not particularly convincing, 
because it is based upon an inexact definition of a tax.’ In the case 
of a purchase, specific correspondence means that the buyer who 
paid the price has a claim to the merchandise or to a refund of the 
money. But the home owner who paid his tax has no claim for a 
refund of the tax if the state fails to protect him against burglary. 
A tax, even one levied according to the criterion of benefit, is a 
political payment not governed by market principles; a taxpayer 
qua taxpayer has no claim upon the services of the state. Any prin- 
ciple may be used in the assessment of taxes, including the benefit 
principle. Also in the modern state whenever protective functions 
of the state redound to the benefit of particular persons, the use of 
the benefit principle is not unjust.? 

(b) The benefit principle could not be applied, however, where 


1Cf. for instance the German official definition in Reichsabgabenordnung of May 
22, 1931, paragraph 1. 

? Many students of finance from Adolph Wagner to R. M. Haig maintain that the 
benefit principle is still valid as a secondary principle (cf. Haig, R. M., “Taxation” 
in forthcoming vol. xiv of Encyclopaedia of the Social Sciences; also Spengler, E. H., 
“Is the Real Estate Tax a Benefit Tax?” in New York State Commission for the Revi- 
sion of the Tax Laws, Report, Albany 1932). Also Miquel’s tax reform of 1891-93 was 
an attempt at organic incorporation of the benefit principle in the tax system. 
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the imputation of benefits to individuals was impossible, as in the 
case of war expenditures. Moreover it was theoretically inappli- 
cable to the functions of the social state. ‘These began with the pro- 
vision of public schooling and reached a high point in the relief 
systems of the modern state. The ideology of the social state appears 
in two variants. One, which we will call the social-liberal, regards 
the capitalist system of income distribution as just in principle, 
since income is proportionate to service rendered. The system 
suffers only from minor defects which should be corrected by such 
institutions as free instruction and relief; but there is no reason 
for radical state intervention in the process of income distribution. 
The benefit principle does not hold in reference to the functions 
of the social state. Free schooling, relief, etc., are not separable and 
special benefits which can be compensated in taxes; they are rather 
meant to rectify existing inequalities. (The elimination of injus- 
tice was not the “cause’”’ of the transition to the social state. The 
true reason is that injustices in capitalism impaired the vitality of 
the capitalist state and retarded its development. Adoption of 
more complicated production methods requires a higher level of 
education among the masses than could ever be achieved with 
schools on a commercial basis and without compulsory attendance 
for all children. The security of the state demanded measures for 
eliminating the more shocking cases of poverty. Political and eco- 
nomic considerations may recommend a policy of leveling justice; 
the frequently formulated alternative between force and justice 
does not fit the fact.) 

The second variant of the ideology of the social state, which we 
will call the social-critical, goes farther. It does not merely criticize 
minor defects in an otherwise just capitalist system, but it strikes 
at the system itself by condemning the distribution of income as 
unjust, and insists that the mitigation of this injustice should be a 
function of the state. 

The principle of taxation corresponding to the social-liberal 
ideology is that of ability, of equal, proportionate or minimum sac- 
rifice. The idea is that taxes should be so assessed as not to disturb 
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the stratification of incomes measured, however, not in money but 
in some utility units. The social-critical ideology on the other hand 
seeks to establish a tax system which, irrespective of the measuring 
rod used, taxes the rich more heavily than the poor.” Despite their 
disagreement concerning the justice of capitalist distribution the 
practical conclusions of the two ideologies are at present virtually 
identical. For the social state the progressive income tax is regarded 
as conforming most closely to the demands of an ideal tax system. 
The other taxes are viewed simply as concessions compelled by 
fiscal or administrative requirements. That the differences as to tax 
policy are not greater is due to two considerations. There is no ob- 
jective quantitative measure for assessing taxes on the principle of 
equal sacrifice, however moderately the principle is applied; the 
use of units of utility or sacrifice involves a judgment as to the 
utility of income at different income levels, a judgment which con- 
tains an element of subjective evaluation. This reduces the differ- 
ence between the “equal sacrifice” point of view and the other 
which admittedly aims to equalize the distribution of money in- 
comes. A difference might have arisen, however, as to the degree of 
change desired in monetary income distribution. Here another fac- 
tor is of importance under the present conditions in bringing the 
two schools together. Equalization of income is possible under capi- 
talism only within certain limits. Thus Marx, who certainly re- 
garded capitalist income distribution as unjust, held that taxation 
can eliminate only minor injustices since income relations are 
rooted in the relations of production and can be modified only with 
a change in the latter.* Others found the limit of progressive income 
taxation in the fact that large incomes are the source of capital as 
long as this mode of capital formation is not replaced by others, 


*On this insoluble problem see particularly the discussions of J. S. Mill, Edgeworth, 
Seligman and Pigou. 

* As representative of this viewpoint I cite Adolph Wagner. 

“The relations of distribution which rest directly upon the bourgeois mode of 
production, the relation between wages and profit, profit and interest, rent and inter- 
est can at best be modified by taxation only at minor points, never fundamentally 
endangered.” (Karl Marx in Neue Zeit, vol. xviii, pt. ii, p. 570—cited in P. Heidrich, 
Die Lehre von den obersten Steuerprinzipien, Jena 1929.) 
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say, capital accumulation by the public authority.1 Thus it appears 
that in the present day capitalist economy the social-critical orienta- 
tion cannot advocate an appreciably steeper progression than is 
demanded by the social-liberal ideology on the ground of equal or 
minimum sacrifice. Both consider the income tax as the ideal tax. 
Since, however, the limits of a single tax are narrower than those 
of a tax system and since the needs of the public authority far ex- 
ceed the revenue produced by the income tax, a justification is 
found also for other taxes. These may be arranged according to the 
degree of their conformity to the criterion of justice in the social 
state. Progressive income and inheritance taxes are followed by 
taxes on luxuries of mass consumption. With the exhaustion of 
the latter even taxes on wages, which burden the better paid wage 
earners for the benefit of lower wage groups or unemployed, appear 
to be justified.? On the other hand taxes on necessaries and business 
or cost taxes which fall on production are unjust from the point of 
view of the social state. 

(c) In a later stage of capitalist development it is recognized 
that the task of the state is not only to correct the distribution of 
income but to perform certain functions in the production process. 
Whereas formerly the state was the guarantor of property, it ap- 
pears now as a partner in production side by side with capital and 
labor. For example, by building roads the state provides an impor- 
tant factor of production; it promotes business efficiency through 
industrial education, encouragement of technological research, eco- 
nomic and statistical reporting, etc.; in undertaking recovery pro- 
grams during depression it attempts to reduce cyclical business 
risks. Thus the state enhances and assures returns from production. 
Having become to a certain extent an agent of production why 

*Cf. Colm, G., “Der Einfluss der Sozialpolitik auf den Kapitalmarkt” in Kapital 
und Kapitalismus (ed. by B. Harms, Berlin 1931, vol. ii). It follows here that the 
two viewpoints differ with reference to dynamics. The social-critical must endeavor 
to expand the limits of progressive income taxation by some such means as the pro- 
motion of capital formation by the public authority. 

* German Social Democratic labor leaders supported wholeheartedly the taxation 


of wages. Cf. Herz in Kapitalbildung und Steuersystem, ed. by Colm and Neisser, 
vol, i, p. 402 (Veréffentlichungen der Friedrich-List-Gesellschaft, Berlin 1930). 
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should it not, like labor and capital, share directly in the output? 
Why should the share of the state pass first through the hands of 
entrepreneurs, capitalists and workers? The partner state therefore 
revives the benefit principle of taxation, although on a different 
basis and with different consequences. At this stage all types of busi- 
ness and cost taxes—from crude turnover taxes to the more refined 
forms of taxation on business capital, promotions, payrolls, etc.— 
receive a theoretical justification. A question still remains as to the 
role which they should play in the tax system and as to the possi- 
bility of their precise adaptation to the proper base. 

In reference to the last point it should be observed that the pro- 
ductive services rendered by the state may be either of a general 
character, redounding to the more or less equal advantage of all 
branches of business, or of a special character, tending to favor cer- 
tain industries more than others. The tax corresponding to the 
first type of service would be a general business tax imposing an 
equal burden upon every branch of industry. In discussing the 
question of equal distribution of the income tax burden we found 
that the problem is insoluble because equality of income or income 
sacrifice can be expressed only in psychological terms incommensur- 
able with the pecuniary terms in which taxes are levied. But iu the 
sphere of production for the market guided by the profit motive 
equality may be adequately measured in terms of “‘value added by 
manufacture.’’! Most of the actual business taxes, however, for ad- 
ministrative reasons or because they are discriminatory in intent, 
are levied not on this base but on gross volume of business, on capi- 
tal, payrolls, etc. Although in application to production for the 
market, as contrasted with the sphere of personal income, it is the- 
oretically possible to achieve an equal distribution of the tax bur- 
den, virtually all existing business taxes involve a certain amount 
of discrimination. 


*I have attempted elsewhere to demonstrate this proposition and to indicate its 
limitations; cf., for instance, “Das Mehrwertverfahren in der Produktionsstatistik” 
in Weltwirtschaftliches Archiv, vol. xx (1924). It follows that from the point of view 
of the partner state a tax on business incomes must be proportional, not progres- 
sive; the latter would imply discrimination which is not in accord with the aims of 
the pure partner state. 
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Most of the productive services rendered by governments, how- 
ever, are of the special type. The building of roads, for instance, is 
of particular benefit to the automobile industry, the consular serv- 
ice is an agency for the promotion of the importing and exporting 
business. From the point of view of the pure partner state special 
business taxes would be justified in such cases (witness the demand 
of railway companies throughout the world for an equalizing tax 
on trucks and buses). But the special productive services of the 
state can at best be only approximately compensated by special 
business taxes. Moreover, in most instances the government opposes 
such equalization, for the services are undertaken with the de- 
liberate aim of aiding particular industries. Because of the dis- 
criminatory incidence—whether intended or unforeseen—of state 
productive services and of the taxes that go with them, the govern- 
ment becomes more than a mere partner of business; it develops 
into a force shaping the economic structure and its sphere of re- 
sponsibility is considerably extended thereby. The partner state 
thus displays an inherent tendency to assume functions of the con- 
trol state.* 

(d) As the last conceivable function of the state under capital- 
ism (or, shall we say, in the period of transition from capitalism to 
socialism) we shall mention, therefore, the stage at which the state 
not merely participates in production but actually dominates it to 
a greater or less extent. Here we speak of the control type of state. 
In this state, which in contrast to the protective state assumes re- 
sponsibility for economic development, new economic differences 
among individuals become politically relevant. For instance, could 
such high exemptions for life insurance premiums as are allowed 
in the British income -tax be accepted from the point of view of the 
older criteria of justice? The German income tax, too, enumerates 


1 Although we ignore throughout this article all questions related to the geographi- 
cal distribution of the tax burden, it may not be amiss to point out that, since dis- 
crimination may be interlocal as well as interindustrial, it is legitimate to ask whether 
in the regions with higher local expenditures for schools, social services, etc., business 
taxes should be higher as well. If the costs of public service are met in this way, they 
will influence the location of industry as effectively as other local differentials in pro- 
duction costs. 
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a whole series of favored uses for income. What happens to the 
criterion of justice when in some countries income derived from 
government securities, premiums on life insurance policies, gifts to 
foundations or expenditures by business concerns for purposes of 
national defense (building of bombardment-proof basements) re- 
ceive preferential standing? This is justified only if the state con- 
siders certain types of expenditure better than others as measured 
by some political, economic or cultural norm, and favors those tax- 
payers who spend their net income in these preferred ways; it is 
an application of the idea of “corrective justice.” 

Much more important than the above is the discriminatory in- 
tervention in the sphere of production. Here belong the fiscal pref- 
erences granted to agriculture (which are found in nearly all Euro- 
pean countries’) , the favors extended to “new” industries by many 
states, heavier taxation of larger types of enterprise (e.g., depart- 
ment and chain stores) or of speculative business. All these are 
discriminations that should be of no importance for the state which 
leaves the shaping of the economic system to the free play of market 
forces. Just as the differentiation among the various types of ex- 
penditure must be determined by a political, cultural or economic 
norm of the “best” use of income, so the differentiation among va- 
rious branches and types of production must be governed by a 
concept of the ideal economic structure. Thus when technological 
improvements depress the economic position of agriculture as com- 
pared with industry and these developments run contrary to the 
ideal of economic structure held by the control state, the latter will 
seek to equalize the standing of the two in the market through dis- 
criminatory taxation. It is by an appeal to the “corrective justice” 
of the control state that processing taxes on necessaries have gained 
acceptance in the United States; taxation of this sort, which in the 
social state is looked upon as the acme of fiscal injustice, is justified 
at present because it is designed to aid agriculture. 

While they open new possibilities for the realization of justice 


‘Cf., for instance, the exemption in certain countries of farm products irom the 
general sales tax. 
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the control functions of the state also carry the danger of gross in- 
justice. Where does the equalization of market opportunities stop 
and the creation of new inequalities begin? To be just the state 
must furnish substitute employment to the victims of destructive 
taxation falling upon a particular industry. When the state assumes 
exclusive responsibility for a particular economic sphere (perhaps 
through nationalization of certain branches of production) its ac- 
tion is subject only to the criteria of political, cultural or economic 
expediency; individual responsibility and freedom, the bases of the 
criterion of justice, cease to exist in this sphere. Elimination of 
these may be demanded, say, by the advocates of “distributive 
justice” who wish to do away with the injustice rooted in capitalist 
production. Thus the control type of state lies on the boundary 
line of the capitalist epoch and sets a limit to the application of the 
criterion of political justice in the sphere of production. Only such 
a state, assuming as it does responsibility for the production process 
may in all fairness raise this type of discrimination to the level of a 
general taxation principle. But since the modern state, except in 
Russia, does not assume full responsibility for production these 
discriminations pass easily from a form of higher justice into a 
manifestation of rank injustice. 


3. Rules of Justice and the Current Problems of Tax Policy 

The problem confronting at present all capitalist states is that 
of the proper weighting of the protective, social, partnership and 
control functions. The gulf which has appeared between the func- 
tions of the state and its tax system poses important problems for 
tax policy. Because of the depression the functions of government 
in many countries have grown very rapidly while the more un- 
wieldy tax system has lagged behind. Thus in three countries of 
advanced capitalism, the United States, Great Britain and Ger- 
many, economic and political necessities present the governments 
with more or less similar tasks, but their tax systems are radically 
different. 

The United States has passed rapidly from a stage of mainly pro- 
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tective functions into the second, third and, so far as possible, the 
fourth state. The state which only yesterday disavowed any social 
tasks except education! was entrusted practically overnight with an 
extensive program of social and economic measures. It goes with- 
out saying that neither the administrative apparatus nor the tax 
system could be recast with the same speed. The American tax sys- 
tem and tax ideology still conform more closely to the protective 
type than in any other capitalist state. In no other country does the 
property tax, especially the tax on real estate, play so prominent a 
part in the state and local tax systems, nowhere else is the benefit 
ideology so preeminent in the public consciousness. The fiscal con- 
sequences of the recovery program-have been forestalled through 
the policy of public borrowing, but they cannot be avoided for 
long. 

In Great Britain, where the social state (of the social-liberal 
stamp) is represented at its purest also in the tax system, the pre- 
dominant role is played by the income tax, inheritance tax and the 
luxury consumption taxes. The principle of taxation according to 
ability in all its nuances and refinements and the view of the income 
tax as the ideal tax constitute here the basis of popular and learned 
discussion. 

In Germany forms of taxation designated above as business and 
cost taxes (turnover tax, industry taxes, etc.) are represented more 
strongly than elsewhere; their development was compelled by the 
need for larger revenue at a time when the productivity of income 
and consumption taxes was exhausted. The rising ideology of the 
partner and control state afforded them a certain degree of justifi- 
cation, and the belief in the income tax as the ideal tax was de- 
cidedly shaken. In Germany both fiscal practice and fiscal litera- 


* We cannot enter here upon a discussion of the reasons for this curious lag in the 
United States as compared with other countries. Attention must obviously be centered 
upon such features of the American scene as the more rapid economic development 
which seemed to offer opportunities even to those who were temporarily down and 
out, the importance of private philanthropy, the fact that the state is more firmly 
rooted in the consciousness of the masses and that therefore the pressure for a social 
policy is less compelling. 
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ture! favor particularly a policy of discrimination. In practice taxa- 
tion is used to expedite and retard certain economic developments. 
The Papen Plan, for instance, was a very ambitious though un- 
successful attempt to regulate cyclical movements with the aid of 
discriminatory taxation. 

German economic and tax policy is confronted above all with 
the problem as to the extent to which control functions and respon- 
sibilities should be developed and taxation used in the service of 
these functions. In no other country is the validity of the criterion 
of justice as much in question, not only in practice but also in 
theory. 

If further increases in taxation prove necessary Great. Britain 
will probably have to introduce a rational system of business taxes 
in addition to income and consumption taxes. 

The United States undoubtedly faces the most difficult tax prob- 
lem of all. It had suddenly shifted from the protective to the part- 
nership or even the control type, but the stage of the social state 
cannot really be passed over; for state functions typical of a later 
stage are an accretion to, not a replacement of, the protective and 
the social functions. R. M. Haig is, therefore, entirely right in con- 
cluding his discussion of the rules of taxation for the United States 
by asserting that “‘all of these interpretations . . . lead to a justifi- 
cation of progressive taxation and the weighting of the burden 
against the wealthy.’’? Correct as this proposition is, the general 
thesis which follows it, viz. ‘the historical trend is . . . definitely 
in the direction [of taxation] of net income,” is debatable. It is pos- 
sible that in many countries, like Germany and England, this trend 
has already been surpassed and that general or discriminatory cost 
taxes will assume in the future an increasingly larger place in the 
tax system. 


* Cf., for instance, the discussion of tax reform by A. Lampe, O. Pfleiderer, R. Fricke 
in Finanzarchiv, new ser. vol. ii, nos. 2 and 3. The first, though very weak, attempt 
at a tax theory of the control state is to be found in W. Andreae, Grundlegung einer 
neuen Staatswirtschaftslehre (Jena 1930). 

?In New York State Commission for the Revision of the Tax Laws, Report, op. cit., 
pt. ii, p. 88. 
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II 
The Fiscal Criterion 


The traditional formulations of the fiscal principle require that a 
tax be not only “sufficient” but also “elastic”; the tax system should 
be capable of meeting fluctuations in the need for public revenue. 
Only in the present depression, however, was the demand raised 
for a crisis-proof tax system. Whereas in the earlier depressions the 
effects of a decline in revenue could be reduced to tolerable pro- 
portions by temporary economies, a depression in the stage of the 
social and control state compels on the contrary an increase in ex- 
penditures. It was just such an increase in expenditures coupled 
with considerably reduced revenues that has produced in nearly all 
states a deficit too large to be covered by borrowing. Thus the ques- 
tion was posed whether a reorganization of the tax system should 
not be oriented primarily upon increasing its resistance to the ef- 
fects of a decline in business activity. 

A tax system of this sort can be achieved by increasing the weight 
of those taxes which are less sensitive to cyclical business changes. 
How is such a system to be set up? The empirical determination of 
the cyclical sensitiveness of various taxes is not so simple a task. Since 
most tax rates have been altered during the depression in nearly 
all countries the automatic responses of tax yields to changes in 
business are not visible to the naked eye. Nevertheless the following 
gradation of tax types may be offered as tentative: 


1. Poll taxes are the least sensitive, but with every refinement 
through graduation and exemption (such, for instance, as 
were introduced in Germany) their sensitiveness increases. 

2. They are followed by consumption taxes on necessaries and, 
at a certain distance, by taxes on mass luxuries, particularly 
if the taxes are specific rather than ad valorem. Even in the 
present depression, because of price declines and unemploy- 
ment doles, consumption of necessaries remained relatively 
unaffected. 


*Cf. on this classification Neumark, F., Konjunktur und Steuern, publications of 
the Frankfurter Gesellschaft fiir Konjunkturforschung, no. 8, 1930. 
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3. Taxation of capital values—property taxes, capital taxes, 
inheritance taxes, etc.—is only a little more sensitive, for 
capital values are affected not only by current returns but by 
the anticipation of future yields. Even those property items 
which produce no returns in the depression still retain some 
value, although smaller than normal. 

4. Turnover taxes of all kinds, affected as they are not only 
by the physical volume of trade but also by the price level, 
are more sensitive and react promptly to business changes. 

5. Income and profit taxes are even more sensitive because 
their base changes more rapidly than business volume and 
because of exemptions and graduation. Their sensitiveness 
is increased if losses from one source are allowed to be set 
off against profits from another and if deductions are per- 
mitted for property losses. 

6. The most sensitive are the taxes on appreciation in prop- 
erty values, for such appreciation rarely occurs during de- 
pressions. 


A tax policy aiming at stability in depressions would increase the 
relative importance of the taxes mentioned earlier in the above 
classification and reduce that of the others. But raising poll taxes 
and consumption taxes on necessaries violates the criterion of jus- 
tice. And raising capital value taxation in order to reduce turnover 
and income taxes results in increasing fixed costs of production. 
When taxation reaches a point where taxes become important in 
business cost calculation, an increase in capital taxes will make 
the entire economy more sensitive to cyclical changes; that is, fiscal 
stability will be achieved at the expense of economic stability. In 
the modern social and control state which has assumed a consider- 
able share of the cyclical risk originally carried by business a tax 
policy of this sort would be inexpedient even from a purely fiscal 
point of view; here the fiscal criterion is almost identical with the 
economic. The only taxes which can be raised in the interest of 
fiscal stability without violating at the same time economic and 
social canons are inheritance and mass luxury taxes, but in most 
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countries at least the latter have already been increased to the very 
limit of fiscal productivity. In general it should be said that a 
change in the tax system oriented upon a social or economic cri- 
terion is likely to increase fiscal instability. It follows that, if it is 
possible to make allowance for fiscal exigencies in some other way, 
fiscal stability should not be the guiding principle of tax reform. 

Fiscal necessity can and must be provided for in a different way. 
As it is fully recognized now, budgetary surpluses of the prosperity 
period must as far as possible be used in meeting depression deficits. 
Two devices for accomplishing this have been proposed. In connec- 
tion with the discussions of unemployment relief it has been sug- 
gested that large funds might be invested during prosperity and 
expended in depression. This proposal applies to the entire state 
economy principles derived from business practice and applicable 
perhaps also to the finances of particular municipalities. But there 
is scarcely an investment which would absorb prosperity surpluses 
and permit their realization during depression without accentuat- 
ing the acuteness of the crisis. From both the fiscal and the economic 
points of view it is preferable to borrow during depression and to 
repay in prosperity.? 

Public borrowing in the depression is, as already mentioned, a 
procedure subject to certain limitations. The experience of the 
present depression shows that it is impossible, particularly for local 
governments, to cover the entire budgetary deficit through borrow- 
ing. An increase in taxation is thus inevitable, a fact which gives 
current significance to the old norm that the ideal tax from a fiscal 
point of view is among other things a flexible tax. As distinct from 
the traditional approach, however, the present day answer to the 
question of flexibility varies depending upon the stage of the cycle 
at which the tax increase is contemplated. The development of a 
cyclical theory of taxation becomes thus a new task for fiscal science. 

Let us take the United States as an instance. If we ignore borrow- 


* This suggestion is similar to the proposal of the Columbia University Commission 
(Economic Reconstruction, New York 1934) to accumulate during prosperity an un- 
employment fund in the form of sterile bank reserves and to utilize it as a basis for 
credit expansion during depression. 
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ing, the depression deficits in this country are to a large extent 
covered by sales taxes;' no other tax can produce quickly as large a 
revenue. But if such a tax is imposed while the general business 
trend is still downward, it accentuates the depression; for produc- 
tion costs must be adjusted to the lower prices resulting from a 
contraction of demand. This adjustment, always troublesome and 
difficult, is hindered by the imposition of turnover or other busi- 
ness cost taxes. If added to the price such a tax will, in a period of 
general contraction, reduce demand even further; it cannot be 
absorbed in the profit margin which is slim or non-existent; and if 
passed back to the cost element—wages, interest or raw material 
prices—the adaptation of costs to final prices becomes more diffi- 
cult. A tax policy of this sort retards therefore the restoration of 
equilibrium and intensifies or prolongs the depression. 

In revival, especially if bank credit is freely expanded, the same 
tax policy is followed by quite different effects. At this stage prices 
and costs rise, but on the whole costs lag somewhat behind prices; 
there exists therefore a profit margin which is capable of absorbing 
a certain amount of cost taxation. Also the shifting of the tax to 
wage earners would mean at this point not wage cuts but slower 
wage rises. And its shift to the purchaser would not necessarily lead 
to a reduction of demand.” This example is sufficient to show that 
the incidence of a tax change depends upon the phase of the cycle 
in which it occurs, that the requirement of flexibility must be 
qualified by cyclical considerations. If taxation must be increased 
during depression it is safer to manipulate income and mass luxury 
taxes than business and cost taxes. It is proper to consider lowering 
the exemption maximum for income tax purposes, but business 
and cost taxes should be avoided. These are merely hints. Many 
problems still remain to be solved before fiscal science can under- 


+ Cf. Haig, Robert Murray, and Shoup, Carl, The Sales Tax in the American States 
(New York 1934), p. 100 ff. 

* Which of these possibilities will materialize depends upon the market situation for 
the commodity in question and upon the way in which the proceeds of the tax are 
spent (“transfer” expenditures, e.g., relief, debt service, or “exhaustive” expenditures, 
e.g., salaries of public employees, payments for materials). 
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take to formulate rules of the “best” tax policy with reference to 
the business cycle. 

It must be observed, however, that a tax and credit policy articu- 
lated with the business cycle is more easily conceived than executed, 
for in practice it is difficult to say just what specific measure should 
be taken and how it should be timed. Since each cycle possesses 
peculiar complexities of its own the ascertainment of the cyclical 
phase which characterizes the economy at a particular moment is 
no simple matter. A fiscal policy of this type presupposes therefore 
a developed system of economic observation and diagnosis. We 
should also note here a whole group of problems which can not be 
dealt with in this article. How radically must present fiscal legisla- 
tion and administration be modified to conform to the tax policy 
which modern depressions compel? Should we not, for instance, 
enhance the discretionary authority of the fiscal administration to 
permit for a rapid adjustment to changing business conditions? 


Ill 
The Economic Criterion 


In traditional fiscal science the economic criterion of an ideal tax 
system is based on the assumption that the business system is to be 
protected from the disturbing intervention of the state so that it 
may function smoothly .The present depression has shaken the con- 
fidence in the automatic character of capitalism, either because 
people have become skeptical of the classical doctrine of preestab- 
lished harmony or because its institutional presuppositions are 
thought to be lacking. The state has been entrusted with the tasks 
of economic regulation and the tax policy placed in the service of 
these tasks. An ideal tax system is now supposed to contribute also 
to economic stabilization. Can and should this new requirement be 
regarded as a canon of the rules of taxation in the period of transi- 
tion from a social state to a control state? 

The proposals to achieve greater cyclical stability by fiscal means, 
as represented in recent discussions, may be divided into three 


groups. 
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(1) One popular theory has it that in prosperity capital grows 
more rapidly than purchasing power and that this results in a dis- 
proportion between productive capacity and the size of the market 
for final goods. According to this theory, a tax policy aiming to 
prevent crises must endeavor to reduce capital accumulation dur- 
ing prosperity; the most effective means of accomplishing this is 
the progressive income tax.' This theory, however, appears to over- 
simplify the interplay of factors which disturb the dynamic equili- 
brium between investment, bank credit, saving and consumption.? 
In certain situations a reduction in capital accumulation may be 
needed to maintain the balance, but in others just the reverse 
would be required. Moreover, the income tax is much too clumsy 
a machine for regulating capital supply. In general if any govern- 
ment policy can replace the automatic self-regulation of the market 
it must be a series of measures influencing directly saving and in- 
vestment. Again, it is questionable whether gradual, long range 
reduction in capital accumulation—at the expense of economic 
progress—can result in greater economic stability. It must be borne 
in mind that saving by the upper income groups is only one source 
of new capital and that if it fails other sources, say corporate saving, 
may acquire greater importance. 

(2) Another type of cyclical tax policy is conceived of by Schum- 
peter® when he says that an increase of taxation in prosperity and a 
reduction in depression may act in the same way as a change in in- 
terest rates. From Schumpeter’s allusion it is not clear whether he 
has in mind the direct or the indirect influence of interest fluctua- 
tions. With the direct influence of interest changes comparison lies 
only for business and cost taxes, not for income and consumption 


*I cite as an example Groves, H. M., “Recovery through Taxation” in Current 
History, March 1934. 

? A discussion of business cycle theory would be out of place here. I may refer per- 
haps to my essay “Die Krisensituation in der kapitalistischen Wirtschaft” in Archiv 
fiir Sozialwissenschaft und Sozialpolitik, vol. xix (July 1933) and to the article 
“Wege aus der Wirtschaftskrise” in Die Arbeit, vol. viii, no. 11 (November 1931). 
But see particularly Clark, J. M., Strategic Factors in Business Cycles (New York 
1934). 

* Economic Reconstruction, op. cit., p. 239. 
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taxes. ‘Fine direct influence of interest changes consists in stimulat- 
ing or discouraging new investments; only a business or cost tax on 
new ventures could intensify this influence of interest changes. 
Taxation could become here an instrument of economic planning, 
especially if it would discriminate between various types of new 
investment. In certain situations, for example, it could favor new 
enterprises which provide additional employment and discourage 
those which would displace labor; in other situations a reverse 
policy might be pursued. Yet, however great the theoretical im- 
portance of a planning tax policy, its practical significance is limited 
for the present on account of administrative difficulties. But even 
now taxation can be used to expedite desirable reallocation of eco- 
nomic groups, for example, industrial decentralization, develop- 
ment of homestead settlements, etc. Also, industrial reorganization 
may be aided by certain taxes or tax abatements.? 

(3) Schumpeter may also have been suggesting a similarity be- 
tween the indirect influences of tax and interest rate changes. A 
high interest rate during prosperity may cut short credit expansion, 
and a low interest rate in depression may put an end to credit con- 
traction. A similar influence may be expected from higher taxes 
during prosperity and lower taxes during depression, if prosperity 
surpluses are used to repay debts and depression deficits are met by 
credit expansion. The idea here is not unlike that which justifies 
public works financed by loans as a recovery measure.” 

Why is it necessary to incur new expenditures during depression? 
Is it not sufficient to cover a part of the normal expenditures (which 
may even be reduced) by borrowing rather than by taxation in 
order to achieve the same effects upon the volume of credit and pur- 
chasing power? The last question could be answered affirmatively 
if it could be assumed that the taxpayers benefited by a reduction 
in taxes employ the funds thus saved in production. But while de- 
pression continues many of them will use the savings to repay debts 


* Examples of such a tax policy could be observed in Germany during the present 
depression. 

* We cannot here go into the theory of labor creation schemes. Cf. titles cited in 
footnote 2, page 340, and Economic Reconstruction, op. cit. 
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or will hoard them, thus neutralizing the effect of fiscal borrowing. 
For this reason a policy of tax reduction is insufficient; it must be 
combined with a policy of increased public expenditures. 

In the present stage of capitalist development the state must as- 
sume as a social state partial responsibility for mitigating the effects 
of the depression and as a control state partial responsibility for 
expediting recovery and for preventing a recurrence of crises. Un- 
der the existing conditions, however, taxation is destined to play 
only a minor role in this connection. The old economic criterion 
is still valid; it requires that taxation interfere as little as possible 
with the economic process and, we add, support the economic policy 
of the government. True, in the control state taxation is a quite 
legitimate instrument for furthering economic policies. But eco- 
nomic stabilization cannot be made the supreme criterion of an 
ideal tax system; taxation must not be burdened with a mission to 
which it is not suited under present conditions. In combating cycli- 
cal instability, the state must place foremost reliance upon instru- 
mentalities other than taxation which affect more vitally the 
economic process. 











ITALIAN UNEMPLOYMENT STATISTICS 


BY GAETANO SALVEMINI 


[x 1s widely believed that whatever else may be said of the Fascist 
regime in Italy, it has unquestionably gone far toward relieving 
unemployment. Returning travelers are often extremely positive 
in their assertions that the government has been successful in find- 
ing work for its people. This is a most important fact, if it is 
really a fact. It can not be established, however, by personal im- 
pressions. We shall see what results a methodical analysis of the 
available data will give. 

If we assemble the figures of the annual maxima and minima of 
unemployment from 1922 onwards, we have the following table: 


Winter Summer 
Year Maximum Minimum 
1922 606,000 304,000 
1923 391,000 178,000 
1924 280,000 115,000 
1925 156,000 72,211 
1926 156,000 79,000 
1927 259,000 214,000 
1928 439,000 234,000 
1929 489,000 193,000 
1930 466,000 322,000 
1931 765,000 574,000 
1932 1,147,000 905,000 
1933 1,229,000 824,000 
1934 1,158,000 ? 


By what authorities and by which methods are these figures com- 
piled? 

The Italian unemployed fall into two categories: those who 
draw unemployment benefit and those who do not. 

The figures given by the Board of Social Insurance (Cassa Na- 
zionale per le Assicurazioni Sociali) for the unemployed who draw 
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the benefit are reliable, as the Board must render an account on its 
balance sheet for the sums it pays out. The figures of doles paid 
after January 1924, however, cannot be compared with those of 
the preceding years, because on December 30, 1923, a royal decree 
excluded from the benefit all agricultural laborers, artisans, home- 
workers and domestic servants, who, up to that date, had enjoyed 
rights similar to those of the employees in industry and commerce. 
Further, to be eligible for the benefit, an employee must have 
paid in at least 48 weekly contributions during the two years pre- 
ceding the loss of employment and must have been unemployed 
for at least one week. In addition, the trades subject to seasonal un- 
employment are not included in the benefit for the period when 
seasonal unemployment is liable to occur; for example, the brick- 
layers receive no relief between December 16 and January 31. 
To these one must add the young men who reach working age 
and can not find any job and those who are released from military 
service. The former have not yet had any opportunity to pay any 
contribution; the latter ceased paying while in military service. 
Therefore neither group is eligible for the benefit. Besides, the 
benefit is granted for a maximum period of go days (except in 
instances where during the preceding two years the recipient has 
paid in 72 contributions, in which cases the benefit is extended for 
another go days) ; as a consequence, the unemployed disappear 
from the lists just when their need becomes greater than ever. 
And lastly the unemployment relief is so small (from 1.25 to 3.75 
lire per day, i.e., from 12 to 36 cents) and the red tape before ob- 
taining it so burdensome, that “many unemployed, rather than 
submit to the formalities and waste precious time that might be 
used in looking for work, prefer not to draw the benefit toward 
which they have paid their contribution for many years.’ As a 
consequence the subsidized unemployed are a minority: in Feb- 
ruary 1932 only 214,000 workers received unemployment relief, 
whereas the total number of unemployed amounted to 1,147,000.” 


1 This fact is attested to by Signor de Marsanich, Fascist Deputy and President of 
the Confederation of Commercial Unions, in Lavoro fascista (October 30, 1931). 
7 Bolletino mensile di statistica (September 1933) p. 872. 
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During 1932 those who received the benefits comprised only 22.8 
per cent of the unemployed. 

From what sources, then, are drawn the figures of the unem- 
ployed who do not receive any benefit? 

There were in Italy between 1920 and 1922, two sources of in- 
formation: 

(1) The monthly returns communicated to the Board of So- 
cial Insurance in Rome by the munic pal authorities. In every 
municipal office sat a clerk, who, once a :nonth, filled in on a form 
the figure that seemed to him most probable, and this figure was 
sent to the Board. How could a mere clerk know the number of 
unemployed in industry, in commerce, in agriculture and among 
the small independent artisans, even in a small town, when there 
was no regular and general system of benefits for the unemployed, 
such as existed in England? The only thing a sensible clerk could 
do in these conditions was to fill in on the form the number which 
gave him the least trouble, and then pass on to his next duty. 
Further, it should be noticed that it was to the interest of the 
municipalities to put forward to the government a high number 
of unemployed, since this was a sure means of getting the govern- 
ment to carry out public works at the latter’s expense within the 
municipal area, thus providing work for demobilized soldiers and 
the unemployed. For this reason, unemployment figures were al- 
ways judiciously exaggerated. 

(2) The “labor exchanges” set up in many municipalities by 
the decrees of January 5 and December 10, 1919. These exchanges 
were entrusted with the duty of distributing help to unemployed 
workers, at the government’s expense. They sought only to please 
the greatest possible number of their friends; after all, it was only 
the government’s money. Further, they augmented the number 
of unemployed for the same reasons as did the municipalities; in 
order to get the government to carry out as many public works as 
possible. Where there were no labor exchanges, as was the case 
* Clough, Shepard B., in his article ““The Evolution of Fascist Economic Practice and 


Theory” asserts that all unemployed receive unemployment benefit (Harvard Busi- 
ness Review, vol. x, April 1932, p. 305). 
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especially in south Italian towns, the only sources of information 
were the returns fabricated by the municipal clerks. 

The statistics on unemployment for the years 1920-1922 were 
always the result of the combination of systems (1) and (2) .* 

After June 30, 1922, the labor exchanges were no longer au- 
thorized to give help. The workers thus had much less reason to 
register. Then came the royal decree of December 30, 1923, elimi- 
nating the appropriations for the labor exchanges from the na- 
tional budget. Their upkeep was assumed by the municipalities, 
which sooner or later abolished practically all of them, and as the 
labor exchanges disappeared, the unemployment figures went 
down. 

After this reform, unemployment statistics were furnished only 
by the clerks in the manner described above. But the attitude of 
these functionaries was no longer what it had previously been. Be- 
fore 1922, they had exaggerated the number of unemployed in 
order to persuade the government to undertake a large number of 
public works in their municipalities. Now Mussolini intended that 
Italy should be prosperous and contented; and hence there was to 
be no more unemployment. The municipal clerks saw which way 
the wind was blowing and faithfully adopted new criteria in filling 
out the monthly schedules to be sent to the Board of Social In- 
surance at Rome. : 

In 1924 one of the ablest Italian economists, Signor Porri, is- 
sued the warning that it would be better not to be too complacent 
about the lowness of the official unemployment figures, as these 
were “incomplete.” In 1926 an expert in labor questions, Signor 
Galletti, showed that the local officials entrusted with “‘estimating”’ 
unemployment made use of different methods in the various sec- 

1 Rossi, E., “Cosa valgano le statistiche della disoccupazione in Italia,” in Riforma 
sociale, vol. xxxvii (September-October 1926) p. 480 ff. At the end of 1922 Professor 
Mortara wrote: “Owing to the inadequacy of the unemployment statistics, the figures 


given in official documents must not be used as an exact measure of unemployment, 
but only as a rough indication of it” (Prospettive economiche, Citta di Castello 
1923, P- 423). 

® Porri, V., “Popolazione e risparmio in Italia,” in Riforma sociale, vol. xxxv_ (No- 
vember-December 1924) p. 466. 
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tions of Italy and in certain regions arrived at most preposterous 
results: the aggregate totals erred on the side of optimism; they 
in no way represented the actual facts; and at best they furnished 
little more than a rough indication from which to guess the rise 
and fall of the phenomenon.’ In the same year, 1926, another stu- 
dent of economic conditions, Signor Rossi, arrived at the conclu- 
sion that these figures, “for the reputation of our statistics, ought 
no longer to be published in official documents.” 

Beginning with 1929 there was a new source of information con- 
cerning unemployment, for the government reestablished the 
labor exchanges that it had suppressed in December 1923. But of 
the 7,000 cities and towns in Italy, not more than 2,000 possess a 
labor exchange,* and of these the majority are in the more im- 
portant industrial and agricultural centers of northern Italy. For 
the remaining 5,000, inhabited mainly by an agricultural popula- 
tion and including practically all the towns in southern and the 
majority of those in central Italy, it is still the municipal clerks 
who continue to fill out the monthly returns. 

Even in the figures collected by the labor exchanges, there are 
three causes of error, the first by overstatement and the remaining 
two by understatement: 

(a) Many workers enter themselves simultaneously as unem- 
ployed in the registers of several trades, hoping in this way to in- 
crease the probability of getting a job; thus the same individual 
is counted as unemployed several times over. Others fail to report 
the securing of work to the labor exchange. 

(b) On December 24, 1928, a royal decree authorized the police 


* Galletti, G., “La disoccupazione in Italia e quello che se ne sa,” in Giornale degli 
economisti e rivista di statistica, vol. Ixvi (October 1926) p. 563 ff. 

? Rossi, E., loc. cit., p. 484. 

* At the beginning of 1930 there were 1,400 (Corriere della sera, February 2, 1930). 
In the three succeeding years they probably increased, but not by a large number, 
owing to the financial stringency. According to an official report published in Sinda- 
cato e corporazione (January 1934) p. 141, the expenditure for the labor exchanges 
during the fiscal year 1933-34 amounted to 17,502,389 lire. Since it would be impos- 
sible to keep up any labor exchange without spending at least 8,000 lire yearly 
(salary for one employee, rent, lighting, stationery, etc.), it is safe to conclude that 
labor exchanges cannot exceed the number of 2,000. 
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to expel from the towns and send back to their native parishes all 
who had no visible means of support. A circular of February 1930 
from the Minister of Corporations instructed the labor exchanges 
“to take a firm attitude of persuasion so as to keep agricultural 
workers other than those indispensable for the needs of production 
from pouring into the cities’; moreover the labor exchanges were 
expected “to promote the return to work in the fields of all workers 
who had formerly been agricultural laborers and who were now 
unemployed” (Stampa, February 26, 1930). The Popolo d'Italia 
of July 25, 1930, reported that the Provincial Secretary of the 
Fascist party had taken up with the Podesta the question of the 
unemployed coming to Milan: 


The Podesta will see to it that, by an appropriate method of super- 
vision, the repatriation of emigrants who have not found work and 
lodging, takes place within a fortnight. An effective work in this di- 
rection will be accomplished by the labor exchanges, to which have 
been imparted precise instructions. 


The Corriere della sera of July 11, 1933, carried the news that 
during April, May and June 1933 “2129 unemployed persons, 
among them 245 heads of families, were repatriated,” that is, had 
been sent back to suffer the pangs of hunger in their native vil- 
lages.! As a consequence in industrial centers many people keep 
away from the labor exchanges, being afraid that the police would 
expel them from the towns and send them back to their native 
place in the country, because they have no means of support. The 
British Commercial Attaché at Rome wrote in 1933: 


The statistical [italics mine] situation is somewhat improved by the 
policy of repatriating destitute unemployed workers not native of 
urban centres to their places of origin, where a certain proportion 
are doubtless [!] absorbed in agricultural or domestic [!] pursuits, 
and relinquish at least temporarily their standing and enumeration 
as unemployed industrial hands.? 

1 These measures were termed by Mussolini as “reduction of urban over-crowding” 


and “back to the land.” 
* Turner, R. M. A. E., Economic Conditions in Italy dated July 1933 (London 1933) 


p- 171. 
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(c) And lastly, the workers now that without the badge of a 
Fascist Union they will be unable to secure employment, and, 
since many of them do not intend to join such a union, they do not 
bother to register.? 

In 1933 Signor Rinoni stated that ‘“‘no sure method is in exist- 
ence for ascertaining the amount of unemployment in the towns.’” 
This affirmation applies with greater force to the rural districts. 
There are in Italy no less than one million small land owners 
who cannot live on their land alone and must during a part of 
the year work in nearby factories or with other landowners. When — 
these people cannot find work outside their strip of land, they 
are not registered as unemployed because they are landowners 
and therefore they are regarded as though they were millionaires 
taking their holidays. 

As if all this were not enough, the figures when sent to Rome 
are systematically distorted. The evidence at my disposal is so 
abundant that I will draw only on that for the year 1930. 

The first group of proofs consists in a comparison between the 
local conditions as revealed by Fascist sources, and the statistics 
for those same provinces after they have been “‘cooked up” in Rome. 

(a) For the province of Ferrara, the local labor exchange gave 
6,449 as the figure of unemployed in industry alone at the end of 
August 1930 (Corriere Padano, October 17, 1930). The statistics 
faked in Rome gave for the same category in that province a mere 
979 unemployed.® 

(b) For September 1930, in the two cities of Venice and Mar- 


*In a circular of February 1930, the Minister of Corporations spoke of having noted 
that “on the part of many working people there exist perplexities and fears which 
prevent them from registering on the rolls of unemployed kept by the labor ex- 
changes”; these perplexities, he continued, “arose from the belief that registration 
on the list of unemployed workers might ‘!cad to an obligation to join a union.” 
Therefore, the Minister “invites the superintendents of the labor exchanges to exer- 
cise persuasion and dissipate this misunderstanding, explaining that the labor ex- 
changes are intended for all unemployed workers whether union members or not. 
This of course does not mean that workers should not be urged in every possible way 
[italics mine] to become members.” 

?Rinoni, A., in Riforma sociale, vol. xliv (1933) p. 253- 

* Bollettino del lavoro (September 1-October 31, 1930) p. 288. 
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ghera-Mestre, the local labor exchanges gave 19,000 as the figure 
of unemployed in industry alone.’ The official statistics gave for 
all the cities and towns which form the province of Venice a bare 
11,812 unemployed for industry, commerce and agriculture.” 

(c) According to the Lavoro fascista, November 7, 1930, the 
labor exchanges of Turin announced that in the preceding Octo- 
ber there had been 22,000 industrial workers unemployed in the 
province of Turin. This province contains 200,000 industrial 
workers, and forms a section of Piedmont which contains 430,000 
industrial workers.’ As all the industries of Piedmont were about 
equally hard hit it can not be supposed that the level of unemploy- 
ment in Piedmont as a whole was lower than in the province of 
Turin. This would give us for the whole of Piedmont at least 
45,000 as a round total of unemployed in industry alone. To this 
must be added the unemployed in agriculture and commerce. As 
the total of unemployment, industrial, commercial and agricul- 
tural, over the whole of Piedmont, the official statistics for Oc- 
tober 1930 gave only 24,084.* 

(d) According to local official statistics, there were in the prov- 
ince of Bologna in December 1930, 17,089 unemployed out of 
a total of 29,083 industrial workers, i.e., 55 per cent.5 The faked 
statistics emanating from Rome gave no more than 10,038 indus- 
trial unemployed in December for that province.® 

(e) In the province of Mantua the figure for unemployment 
among day laborers for January 1931 was given by the Fascist local 
organization as 6,584; but the statistics fabricated in Rome gave 
4,887; for February the respective figures were 6,152 and 4,446; 
for March, 5,707 and 3,136; etc.* In June 1931 the Agricultural- 
ists’ Federation of Mantua announced that in their province there 


1 Popolo d’Italia (November 12, 1930). 

* Bollettino del lavoro (September 1-October 31, 1930) p. 300. 

* Censimento industriale e commerciale al 15 ottobre 1927, II, 464. 

* Bollettino mensile di statistica (November 1930) p. 1108. 

5 Resto del carlino (April 10, 1931). 

* Bollettino del lavoro (January 1-February 28, 1931) p. 52. 

7 Aimi, A., Vita agricola Mantovana (Mantua 1930) p. 47; and Bollettino del lavoro 
(1930) pp. 190, 202, 380. 
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were 8,945 day laborers who could find employment only at times 
of heavy labor demand and for the rest of the year were condemned 
to unemployment.’ As a consequence, the statistics of agricultural 
unemployment for the province of Mantua ought to have revealed 
in the year preceding June 1931, at any rate for one month, a 
figure not lower than 8,goo. Instead of which, between July 1930 
and June 1931, the figures of agricultural unemployment fabri- 
cated in Rome oscillated between a minimum of 1,824 for Sep- 
tember 30, 1930 and a maximum of 4,903 for March 1931.” 

A second group of proofs may be drawn from the contradictions 
contained in the general statistics. 

(a) During the autumn of 1929, in connection with the world- 
wide crisis, Italy was “driven back into the high seas,” as Musso- 
lini admitted in his speech of December 18, 1930. No wonder, 
then, that the statistics for December 1929 showed 43,000 more 
unemployed than in December 1928, and that those for March 
1930 showed 92,000 more than in March 1929. What does surprise 
us is that, according to the official figures, employment in February 
1930 was higher by 32,000 than in February 1929. How could 
the world crisis have been ushered into Italy by increased employ- 
ment in February 1930? Obviously the figure for February was 
invented, and not very intelligently. A proof of this is furnished 
by the case of the textile industries, in which for February 1930 
is shown a rise in employment of 4,804, whereas other more re- 
liable sources inform us that there was no appreciable improve- 
ment, any slight rise in one branch being offset by a drop in 
another.® 

(b) On December 18, 1930, Signor Klinger, the Commissioner 
appointed by the government to run the National Confederation 
of Fascist Industrial Unions, stated that 26 per cent of the indus- 
trial workers had been unemployed during March 1930.‘ As the 


* Lavoro agricolo fascista (June 17, 1931). 

* Bollettino del lavoro (1930) p. 300, and 1931, p. 252. 
* Bollettino del lavoro (1930) p. 168 ff. 

“Lavoro fascista (December 19, 1930). 
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total of industrial workers in Italy is 2,900,000,? it follows that in 
this class the unemployed during March 1930 must have been 
about 750,000. The official statistics for March 1930 gave 268,000 
persons. As we cannot suspect Signor Klinger of representing 
unemployment higher than it really was, we are forced to conclude 
that the lower figure was supplied in order to hide the gravity of 
the situation. 

(c) In December 1930, according to a parliamentary document 
which cannot be suspected of any intention to exaggerate the 
figures, there were in the whole of Italy 29,301 longshoremen un- 
employed as against 35,825 in employment.” At the end of the fol- 
lowing March there was no improvement in the situation and the 
longshoremen’s unions reported approximately 30,000 unem- 
ployed.* The longshoremen form only one of the 22 categories 
which are represented in the statistics under the heading “industries 
and services fulfilling collective needs,’ which includes printers, 
employees in electric power plants, chauffeurs, tramway-men, rail- 
way-men, porters, dockers, etc.* For all these 22 categories together 
throughout the whole of Italy, the official statistics gave a mere 
33,707 unemployed for December 1930. 

The most absurd statistics, however, are those dealing with the 
partially unemployed, i.e., those who work only one or two days 
in the week, or on part time. Everyone in Italy knows that the 
number of these is enormous. According to data collected con- 
cerning 840,000 employees, working in 6,500 industrial establish- 
ments, there were in December 1930 no less than 178,000 workers 
on part time. As the figure of 840,000 workers represents scarcely 
one third of the total of industrial workers in the country, it is 
safe to assume that the men on part time were many more than 
178,000. Yet for December 1930 the official unemployment statis- 


* Annuario statistico italiano (1931) p. 216. 

* Relazione della Giunta generale del Bilancio sullo stato di previsione della spesa 
del Ministero delle Comunicazioni (1931-32) p. 9. 

* Lavoro, Genoa (April 4, 1931). 

*Campese, E., I caratteri della disoccupazione operaia in Italia (Rome 1928) pp. 


173-174. 
° Annuario Statistico Italiano (1931) p. 224. 
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tics for all classes of workers gave 6,206 as the figure for all those 
working part time.? 

A large proportion of the agricultural day laborers belong to 
this category of partially unemployed workers. In December 1930 
an expert in agriculture calculated that “‘on an average, the rural 
worker, who has to feed himself for 365 days in the year, earns on 
only 160 days.’ 

For many parts of Italy this was too optimistic a computat.on. In 
February 1931, according to the report of an inquiry carried out 
by the Confederation of Agricultural Unions, day laborers worked, 
on an average, 19 days a month in the province of Cuneo, 12 in 
Novara, 17 in Bergamo, 10.3 in Cremona, 8.7 in Mantua, 5.5 in 
Bologna, 8.2 in Modena, 13 in Catanzaro, 14.1 in Reggio Calabria, 
g in Messina and 7 in Syracuse.* From the report of the secretary of 
the Agricultural Laborers Union in the province of Reggio Emilio 
for 1932, it appears that in that year 12,000 day laborers worked 
an average of only 40 days each. But if one looks for the number 
of the partially unemployed in the official statistics, one discovers 
that in the whole of Italy, in all economic activities—agricultural, 
industrial and commercial—the number of partially unemployed 
in February 1931 was barely 22,000;* and that during 1932 it never 
rose above 38,000.° 

In the general census taken on April 21, 1931, people were in- 
structed to report whether they were employed or not. These sta- 
tistics on unemployment would have been mathematically correct 
at least for one day in the year, and here and there the daily papers 
began to report the results. Thus it became known that in the city 
of Cremona, on April 21, 1931, there were 4,499 unemployed in 
a population of 64,000,° and that in the city of Ferrara there were 


‘Ibid., p. 230. According to the Lavoro of October 24, 1933, “it is well known that 
there is a certain number of workers who work five, four or even fewer days in a week, 
or who have a reduced schedule. This contingency eludes the official statistics, be- 
cause these persons are not counted among the unemployed.” 

* Nuovi annali dell’agricoltura (March 31, 1931). 

* Lavoro agricolo fascista (April 12, 1931). 

* Compendio di statistica (1932) p. 165. 

5 Annuario statistico Italiano (1933) p. 196. 

® Popolo d’Italia (May 23, 1931). 
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8,930 among 115,000 inhabitants. These figures were enormous, 
and had the newspapers been able to go on publishing them, city 
by city, it would have been easy to demonstrate that the results 
of the census were far from coinciding with the unemployment 
statistics published in May 1931 for the preceding April. But the 
newspapers suddenly ceased giving this information, and the re- 
sults of the census, as far as unemployment is concerned, have 
remained to this day wrapped in impenetrable mystery. 

About the end of 1930, when unemployment began growing 
by leaps and bounds, the Central Institute of Statistics gave instruc- 
tions that in the unemployment statistics for agriculture the figures 
of unemployed women were no longer to be included. If the reader 
does not accept my word for this, he can consult pages 1554-1558 
of the book La Provincia di Bologna nell’ Anno decimo, published 
by the Provincial Council of Corporative Economy of Bologna in 


1932: 


Although the figures [for unemployed in the province] in 1931 
were still notably high they were nevertheless, especially during the 
early part of the year, lower than those for the preceding years. For 
the later months they fell below those of the previous years, such as 
1922. Such at least is the impression conveyed by the figures. The 
reality is somewhat different; the figures for 1931 and a portion of 
those fer 1930 do not include among the unemployed the consider- 
able mass of female day workers which had been included in previous 
years. Up to January 1930, the complete figures had always been 
composed of a considerable percentage of women which varied be- 
tween 40 and 60 per cent. [Italics mine.] 


Seemingly the Central Institute of Statistics thought that women 
were not entitled to be regarded as unemployed since they could 
quite well remain at home and mind their children instead of 
swelling the registers of the labor exchanges. 

Besides, in 1931 the labor exchanges in the cities received the 
order not to inscribe in their registers the people who did not 


* Corriere Padano (June 7, 1931). 
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reside in the cities previous to April 1931:1 this expedient is un- 
doubtedly very helpful for reducing the number of unemployed 
in the statistics. 

Finally, in July 1932 Mussolini gave instructions that new cri- 
teria were to be adopted for the compilation of statistics. What 
these criteria were to be has remained a secret. It was merely an- 
nounced that they aimed at “obtaining the elimination of all the 
duplications and obliterating all the causes of error and inexacti- 
tude.”’? Even if one admits that by reshuffling the cards Mussolini 
aimed at giving a more correct and not a more optimistic picture 
of the situation, one must conclude that the figures given after 
August 1932 are not comparable with those of the preceding period. 

In conclusion, anyone who takes Italian unemployment statis- 
tics seriously betrays his ignorance of the method by which they 
are compiled. Mr. Hugh Quigley, Chief Statistical Officer of the 
Central Electricity Board in Great Britain, is of the opinion that 
the Italian unemployment figures “are not complete and do not 
apply to the entire body of labor.” He estimates that at the end of 
January 1934 the unemployed were between 1,800,000 and 2,000,- 
ooo, and not 1,158,418, as official statistics made out.® 

*I discovered this news in the daily paper of Genoa, Lavoro, July 25, 1933. It was 
contained in a speech of the secretary of the Fascist party in the province of Genoa: 
“A sound legal provision excludes from the inscription in the labor exchange those 
who are residents of Genoa since April 1931. This provision makes possible the pro- 
tection of the local workers who are in a precarious position and therefore should 
be rigidly enforced.” 

* Official communiqué of August 12, 1933. 

* Quigley, Hugh, “Fascism Fails Italy” in Current History, vol. xl (June 1934) p. 
261. Signor Villari asserts that “Italian statistics are known to be at least as accurate 
as those of any other country” (Economist, October 24, 1931). The Minister of Cor- 
porations, Signor Bottai, speaking in the Chamber, February 24, 1932, said: “It is to 
be observed that we expect an absolute scrupulousness in reporting unemployment 
without any recourse to trickery or camouflage.” Mr. Knickerbocker, too, Pulitzer 
Prize winner for 1930, is quite ready to guarantee that “questioning not only of 
official sources, but of a series of disinterested neutral observers with long experience 
here [in Italy] elicited nothing to indicate that the figures are not authentic” (quoted 
by Jones, Stephen A., Is Fascism the Answer, Hamilton, Canada, 1933, p. 193). Mr. 
Knickerbocker must have obtained from the same “disinterested neutral observers 


with long experience” the cheerful news that in the summer of 1932 “Italy had 
passed its financial crisis” (Jones, p. 186). 
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Even if Fascist unemployment statistics were to be taken seri- 
ously, one should never compare them with those of other coun- 
tries, and conclude, as admirers of Fascism do, that when compared 
with the many millions of unemployed in Germany, Great Britain, 
the United States and other countries, even if the differences of 
population are taken into account, the Italian percentage com- 
pares very favorably with that of the countries mentioned.’ 

In a country still half agricultural, like Italy, the conditions 
are not the same as in highly industrialized countries like Eng- 
land, Germany and the United States. Let us compare Italy and 
England. In both countries agricultural workers are excluded from 
unemployment benefit; but while in England these form less than 
one tenth of the working people, in Italy they form about 50 per 
cent. The consequence is that when the English statistics show, 
for example, 2,235,000 unemployed in 1932, we must remember 
that these are drawn from a total of 12,500,000 workers in indus- 
try and cominerce; i.e., they represent 17 per cent of the total 
working population. But when we find the Italian statistics giving 
1,147,000 unemployed for February 1932, we must be careful to 
differentiate between the 312,000 unemployed in agriculture and 
the 835,000 unemployed in industry and commerce; and we must 
* This is an argument to which Fascist and pro-Fascist writers methodically return 
in their propaganda. See for instance the letters from Signor Villari in the Boston 
Evening Transcript, February 20, 1930, in the London Economist, July 25, 1931, and 
in the New York Nation, February 21, 1934; the letter from Sir Leo Chiozza-Money 
in the Foreword of Glasgow, August 2, 1930, and Mr. Cortesi in the New York Times, 
October go, 1932; S. A. Jones, op. cit., pp. 143, 233. Another trick is that of comparing 
the winter figures when unemployment is at its highest with the figure of a later 
month of the same year when unemployment goes down to its lowest level, giving 
such reduction as a sign of permanent improvement, instead of as the effect of sea- 
sonal fluctuation (letter from Signor Villari to the Economist, July 25, 1931). Another 
trick is that of comparing the winter figure of the last pre-Fascist year, 1922, with a 
summer figure of the Fascist period and thus raaintain that a wondrous improve- 
ment has taken place (letters from Signor Villari to the Manchester Guardian, 
March 25, 1926; to the New Statesman, April 10, 1926; to the Westminster Gazette, 
July 3, 1926). In a letter to the Economist, October 24, 1931, Signor Villari did not 
even take the trouble to seek out actual figures to prove his case, but calmly asserted 
that “in the pre-Fascist period the Italian unemployment figures were as high as or 


higher than those of today,” and that “unemployment in Italy was greater. before 
1929 than after that year.” 
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further remember that these 835,000 unemployed in industry and 
commerce are drawn from a total of no more than 3,500,000 work- 
ers.1 We therefore must conclude that in Italian industry and 
commerce, even according to the statistics “cooked up” in Rome, 
24 per cent of the total number of workers were unemployed in 
February 1932. 

One must not assume from this that Italian unemployment sta- 
tistics are useless. Quite the contrary: they reveal that part of the 
situation which the Fascist dictatorship fails to conceal. Even if we 
do not know the exact extent of unemployment, we may be sure 
that it is not less than that given in the official statistics. If for the 
winters of 1932, 1933 and 1934 the official statistics have had to 
admit an unemployment double that of the winter of 1922, 1.e., that 
fateful year in which the “strong man” rescued Italy from anarchy, 
poverty, bankruptcy, starvation and whatnot, and the “new era” 
began in the history of mankind, we must conclude that either 
the situation in the years of grace 1932, 1933 and 1934 has been 
considerably more catastrophic than the propaganda would have 
us believe, or that the situation in 1922 was considerably less 
catastrophic than the above mentioned propaganda tries to make 
out. 

Certainly one is led to ask whether Italy has improved her situa- 
tion. Having destroyed with a great noise of trumpets the “out- 
moded democratic regime” and created nothing less than a new 
social order, the famous “‘corporative state” for which the in- 
dividual must pay such a tremendous price in terms of liberty and 
human dignity, Italy is now in even worse economic distress than 
in 1922; neither is she better off than the democratic countries. 


* Annuario statistico Italiano (1933) p. 184. 








BALDUS DE UBALDIS AND THE 
SUBJECTIVE THEORY OF GUILT 


BY HERMANN KANTOROWICZ 


In A recent book I have endeavored to develop a “subjective 
theory of guilt.” I have attempted to show that mens rea is no char- 
acteristic of the punishable act, as general opinion in Germany 
assumes, but is merely a characteristic of the subject of the act, 
namely, the delinquent.’ The doctrine leads to a new, dualistic 
composition of the system of penal law, but also to many practical 
consequences. For instance, a principal in the second degree, such 
as one who aids in murder, or an accessory after the fact, such as a 
receiver of stolen goods, would be punishable even if the principal 
in the first degree had been insane, had been a child or had acted 
under the influence of an excusable mistake. Moreover, the in- 
stigator may have acted with premeditation and the perpetrator 
without it, or vice versa; but the question whether the one or the 
other has committed murder or manslaughter depends exclusively 
on his personal guilt. This shows that German penal law has a 
greater affinity with Anglo-American penal law than has hitherto 
been recognized. Simultaneously, I have indicated that the nucleus 
of this theory had already been promulgated by Baldus de Ubaldis 
of Perugia, perhaps the greatest of the old Italian penalists, who 
died in the year 1400.8 I allude to his Lectura Codicis on I. ‘nort 
ideo minus’ C. de accusationibus (C.9, 2, 5). He is, however, not 
wholly original, but a natural successor of the glossators and more 
recent jurists. A result of the doctrines of the glossators is to be 
found as early as the year 1228 in the writings of Accursius*; the 
further development is contained in the writings of Dynus (1297) 
Tat und Schuld, Orell Fiissli Verlag, Zurich and Leipsic, 1933. 
* Cf. Wharton’s Criminal Law, (12th ed. 1932) vol. i, § 276. 


® Tat und Schuld, pp. 6, 321. 
*Gl. ad D. 48, 8, 5 v. ‘mortis.’ 
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and of Gandinus (1300) ,° and also includes Bartolus, the teacher 
of Baldus who died in the year 1357.° This part of the history of 
jurisprudence has been repeatedly investigated by modern German 
jurists, and Engelmann’s investigations stressed in particular the 
contribution of Baldus.*? However, the implications inherent in 
his observations could not be comprehended until a modern theory 
of guilt embracing a similar trend of thought had been estab- 
lished. It was still less observed that Baldus, in passing, had also 
discovered the “subjektiven Tatbestandselemente”’ (mental ele- 
ments of the facts-in-law) which have only recently been eluci- 
dated by M. E. Mayer.® This doctrine shows that, as a rule, the 
mental elements belong to the sphere of mens rea and therefore 
may also aggravate the guilt, for example, in a case of homicide 
when intent is aggravated by premeditation, and the crime thus 
becomes murder in the first degree. In other cases the mere illegal- 
ity of the act depends upon the existence of such mental elments; 
for example, the taking of the goods of another without the 
animus furandi would not be larceny and might even be perfectly 
legal. Furthermore, no adequate impression was made by the 
brilliant and satirical manner in which Baldus showed that it was 
legally impossible actually to perpetrate certain sexual crimes 
(which he recognized as strictly personal) through the medium of 
an agent, no matter whether innocent or guilty. Finally, all mod- 


®Dynus, de regulis iuris, in c. ‘ratihabitionen’ (c. 10), in any of the numerous 
printed editions; Gandinus, Tractatus de maleficiis, ed. Kantorowicz, Albertus Gan- 
dinus vol. ii (1919) p. 285 lin. 6-14; note 6 on this page can now be supplemented 
by note 4 of this article. 

* Lectura in II. partem Digesti novi, ad D. 48, 5, 20, 2. 

*KOstlin, System des deutschen Strafrechts vol. i (1855) p. 282 ff.; Heimberger, Die 
Teilnahme am Verbrechen (1896) p. 35; Birkmeyer, in Vergleichende Darstellung 
des deutschen und auslandischen Strafrechts, Allg. Teil vol. ii (1908) p. 157; Dahm, 
Das Strafrecht Italiens im ausgehenden Mittelalter (1931) p. 226; Engelmann, “Der 
geistige Urheber des Verbrechens nach dem italienischen Recht des Mittelalters,” 
in Festgabe fiir Binding vol. ii (1911) p. 510 (p. 123 of the separate edition). 

* Cf. infra § 10 in fine; Kantorowicz (supra note 1) p. 6 note 4, p. 112 note 69; M.E. 
Mayer, Der Allgemeine Teil des deutschen Strafrechts (1915) pp. 185-188; E. Mezger, 
Strafrecht (2nd ed. 1933) pp. 168-173. 

* Jf. infra § 20 and § 21; Kantorowicz (supra note 1) p. 116 note 79; Mezger (supra 


note Q) p. 419. 
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ern authors utilized the late corrupt editions, the first edition be- 
ing extant apparently in only two copies. Under these circum- 
stances a critical edition of this short fragment will, I trust, be 
justified. 

Our first task was to gather the textual evidence. In so doing we 
had to keep in mind that the manuscripts as well as the oldest 
printed editions of the Lectura each comprise several books of the 
Codex while our interest lay in the ninth book alone. Savigny as 
yet knew none of the manuscripts of the Lectura Codicis,’ but 
Fiumi in a Festschrift of 1g01—in memory of Baldus—mentions 
two manuscripts which in the following are designated by L and 
N." My own literary apparatus also consisted of nothing but these 
two manuscripts since my own collections were not exhaustive for 
this late period. Subsequently, I could only contribute the manu- 
script designated as F. In all probability there are still other manu- 
scripts preserved. On the other hand, it was not difficult, thanks 
to the long and well known Auskunftsstelle der Deutschen Biblio- 
theken in Berlin, and the newly established Centro Nazionale 
Informazioni Bibliografiche in Rome to gather, perhaps com- 
pletely, the twenty-one printed editions. Several corrections of the 
literature on incunabula were a by-product of this research. The 
manuscripts and books, enumerated chronologically, are the fol- 
lowing (asterisks denoting my personal examination) : 

I Manuscripts (all in folio, on paper, in 4 columns, none of them 
described in any catalogue) 

1. F = *Cod. Ms. Bibl. Felinianae Lucca no. 347, leaves not num- 
bered, containing books VII, VIII, IX. Italian, end half of the 15th 
century. Seen July 1933 in Lucca. 

2. L = *Cod. Ms. Bibl. Felinianae Lucca no. 342, leaves not num- 
bered, containing books IV, VIII, IX. Written 1471 at Ferrara. Seen 
July 1933 in Lucca. 


Geschichte des Rémischen Rechts im Mittelalter, vol. vi (2nd ed. 1850) 239. 
Among the numerous manuscripts of other books than the [Xth we wish to point 
out only one—containing books II, III, V—because it is to be found where it would 
not readily be looked for:*Mss. 441 (a.1438) and 442, of the Morgan Library, New 
York (two volumes with valuable illuminations, seen February 1934). 

““Alcune ricerche sui manoscritti delle opere di Baldo degli Ubaldi nelle prin- 
cipali Biblioteche d'Italia,” in L’opera di Baldo (1901) p. 399 ff. 
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3. N = *Cod. Ms. Bibl. Naz. Naples II. A.6., fol. 167* seq., con- 
taining books VIII and IX (and other pieces), South Italian, end 
half of the 15th century. Seen October 1932 in Florence.}? 


II Printed editions (again all in folio, on paper, in 4 columns, but 
the incunabula—Nos. 1-8—have been described in the catalogues men- 
tioned infra) . 

1. E=*Milan May 17 (not 27), 1476 (not 1477), Valdarfer, 
leaves not numbered [fol. 1164 seq.], containing books IV-IX. Hain 
2288 (6), Reichling part 4 to Hain, Pellechet 1726. Copies in 
*Venice no. 29, seen February 1933 in Florence, and in Vienna 
(both complete) . The copy in Paris contains only book IV. 

2. *Milan 1477 (not 1487), Valdarfer, fol. cc4* seq., containing 
books VI-IX. Hain 2289, Pellechet 1724. Copies in *Naples VIII. 
R. 7, seen February 1933 in Florence, and two in Nancy (all 
complete) . 

3. *Venice 1481, Nich. Jenson and John of Cologne, containing 
books I-IX. Hain *2300 (book IX) . Pellechet 1725. Copies in *Lucca 
Bibl. Felin. no. 338 (books VII-IX), Siena Bibl. Com., Géttingen 
(books I-III), Munich, Miinster (books IV-IX). 

4. Venice s.a. [1485], Arrivabene and Paganinus de Paganinis, con- 
taining books I-IX. Hain *2283, Pellechet 1723 (both on books 
I-V), Copinger II 811 (on books VII-IX), Reichling part VI to 
Copinger. Copies in Dresden, Freiburg i.B. (in both books VII-IX), 
Halle, Hildesheim Dombibl. 

5. Venice 1490 s.n.t., containing books I-IX. Hain *2280 (book 
V), Voulliéme 4555. Complete copy in Berlin. 

6. Venice 1496, de Tortis, containing books I-IX. Hain *2281, 
Copinger I on Hain, Voulliéme (Berlin) 3955, Voullieme (Bonn) 
158. Copies in Berlin and Bonn (both complete) . 

7. s.l. [Lyons?] s.a. [1498] s.n.t., containing books I-[X. Hain *2279, 
Pellechet 1722. Copy in Lyons (complete) . 

8. Venice 1500, de Tortis, containing books I-IX. Hain *2282. 
No copy known to the author. 

g-21. Other editions: g. [1502]. 10. 1526. 11. 1539. 12. 1543. 13. 1551. 
14. 1556—all in Lyons. 15. Venice 1572. 16. Turin 1576. 17. *Venice 
1577. 18. Lyons 1585. 19. *1586. 20. 1599. 21. 1616 (mot 1615) — 
all in Venice. 

*” On the inner side of the front cover a parchment with a valuable 15th century 
drawing in silver pencil is pasted, representing a woman with a scroll in the Ger- 


man language. The various problems which this unknown drawing presents for the 
historian of art will be dealt with by a competent student. 
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Among these, none of the printed books with the exception of 
E is of any critical value. An exact collation of E with edition no. 
2 which had been produced by the same printer revealed, through 
the errors which were common to both, that the latter is a simple 
reprint, although notes of its own are added. The later editions 
prove in turn to be simple reprints of no. 2 since in all of them 
exactly the same notes appear; and since no one of the printers, 
who in this epoch certainly did not suffer from exaggerated mod- 
esty, boasts of having utilized a manuscript. It is true that no. 17, 
one of the latest editions, attributes its own alleged superiority to 
‘‘veteribus exemplaribus conferendis.”” And indeed the text is here 
somewhat more correct, but the “exemplaria” are nothing but the 
old printed editions, and the other corrections are the results of 
conjectures which are not found to be lacking in other editions 
too. Nevertheless, the later editions cannot in the least compare 
with E. Probably the manuscript upon which E was based was 
older than the preserved ones. 

E, therefore, was the only printed edition to be taken into con- 
sideration. But it also contains errors in common with all the 
manuscripts—as is to be especially noted in the references to the 
sources of law.’* All the manuscripts and editions, therefore, de- 
scend from the same faulty archetype which probably was, as usual, 
the “exemplar” —that is, the fair copy of the original which the 
author had personally revised and then given to the authorized 
librarian for the purpose of multiplication. A closer relationship 
exists between L and N"*; sometimes this relationship can also be 
observed between F, L and N. Each manuscript as compared 
with the other manuscripts contains emendations which cannot be 
% Cf. e.g. infra § 10 var. f) and o), and with regard to the references to the sources 


of law § 10 var. q), v); § 11 var. a); § 12 var. c-c) etc. (F is not always recorded), 
cf. infra. 

4 Cf. e.g. infra § 10 after var. 0), where the decisive word “non” before “provenit” 
is omitted by L and N; likewise § 12 before “loquamur,” and so throughout. 

5 Cf. e.g. infra § 11 close to note 4, where F, L and N instead of “de penis” erro- 
neously have “eodem,” and instantly afterwards instead of “persone” “pariter”; 
furthermore § 19 before note 4, where they have “mandatarius” instead of “man- 


dans,” etc. 
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the result of conjectures. Therefore, the pedigree ought to be re- 
constructed as follows: the circles denoting lost, the squares, pre- 
served manuscripts; the dashes signifying a possibly indirect, the 
lines a direct descent.*¢ 
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From this it follows that wherever L or N agrees with E against 
a variant of F, the presumption of being not authentic militates 
against such an “isolated” variant.17? The same is true of a variant 
of L, if N agrees with E or F against it. However, these rules are 
not valid in so far as regards the references to the sources of the 
law which could be verified by the scribes. Moreover, for our 
edition, these rules are not of great importance since E, which is 
not affected by these relationships, had to be selected as the basis 


** Cf. Kantorowicz, Einfiihrung in die Textkritik (1921), pedigrees after pp. 8 and 
19 seq. 
“ Cf. ibid., p. 26. 
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of edition. For among all the evidence E “ranks highest,” that is, 
it is disfigured less than any of the others by obvious corruptions.’* 
E can be set down as being moderately correct; L as bad, N as 
worse, while F, which is perhaps still worse, is moreover incom- 
plete. 

Consequently, all the variants of E are given either in the text 
or in the apparatus; and, in dubious cases, its variants are pre- 
ferred in the constitution of the text. The variants of F, L and N, 
are given in the text if they are superior to E. If they are of equal 
value or are in other respects noteworthy they are given in the 
apparatus. The remainder is omitted. 

It is to be noted that my collation of the manuscripts is incom- 
plete in only one respect: the office hours of the Biblioteca Felini- 
ana did not permit the recording of the variants of F regarding 
the references to the sources of law. In the text, in two places, I 
failed to find a satisfactory emendation.’® 

In the task of editing I have been guided by the usual prin- 
ciples. I have numbered the paragraphs anew; the oldest printed 
editions have no numeration at all. Italics mark the respective 
subjects of each paragraph. 

I have believed it necessary or at least useful to make the ex- 
periment of adding an English translation which could be very 
free and even anachronistic in its terminology since the more ex- 
acting reader could always refer to the original Latin text.”° 


Baldus de Ubaldis 


Lecturae |. ‘non ideo minus’ 
C. de accusationibus fragmentum 


§9 Quarto queritur, an eadem qualitas representetur et inesse 
intelligatur in delicto mandantis et mandatarii? Et debes 


48 Ibid., pp. 13, 15. 

#§ 10 var. c-c) and var. 0). 

” For assistance in this translation I am indebted to Miss Nanda Anshen, and for 
advice with regard to terminology to Professor E. Riess and Dr. B. Werne. 


g9 *) FN, om. EL. 
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scire quod in delictis est repertire tria: primum est esse; 
secundum est nomen; tertium est qualitas. §10 Esse delicti stat 
in consummatione delicti, quando est tale delictum quod non ac- 
quirit formam nisi per consummationem, ut 1.I.ff. quod quisque 
iuris' et in l.fin. de crimine expilate heriditatis” et ® 1. inter omnes 
§ recte ff. de furtis.? Sed quando est delictum atrox, tunc °tale 
delictum™ acquirit consummationem per ipsam attentationem, 
ut 1. si quis non dicam rapere Supra de episcopis et clericis* et 
Infra de sicariis 1. is qui cum telo® et in 1.1 ff. de extraordinariis 
criminibus.® Et sic de singulis, ut consideremus per quid ipsum 
delictum punitur a iure et statim ‘quod habemus~) id per ® quod 
punitur scimus® quod delictum est consummatum tali) consum- 
matione que sufficit ad consummationem pene. Nomen delicti stat 
in hoc, sc. quando ” factum transit in speciale nomen delicti. Sed 
quando non transit in speciale nomen delicti, tunc delictum 
di: itur innominatum, quia stat in nomine generis, ut”) notatur in 
glosa*) ff. de dolo 1. et eleganter in principio magne glose’; ‘sic 
dicitur” in contractibus, ff. de pactis 1. iurisgentium in princ.® 
Hoc autem nomen impenitur a lege, non autem a iudice, unde, 
si iudex diceret sic: ‘dico quod tu commisisti falsum dolo malo 
adulterando Bertam et ideo te condemno,™ non esset condemna- 
tus de falso sed de adulterio, quia ‘impositio nominis non est in 
potestate iudicis sed legis.’ Qualitas vero delicti est duplex. Una 
est qualitas inherens ipsi delinquenti, alia est inherens circum- 
stantiis vel concomitantiis ipsius delicti. Et iterum qualitas in- 
herens deliquenti potest esse duplex. Una est que provenit”) ex 
animo, ut dolus, vel ex circumscriptione,”) ut culpa; alia est qual- 
itas que non provenit ipso iure, sed ex eo, quia ipsa persona est 


§10 *) LN, om. E ®-*®) om. LN °-*) ‘habemus’ N, ‘habeamus’ scr.? *) del.? *) ‘scire 
debemus’ scr.? ‘) ‘ea’ FLN *) FLN, ‘quod’ E *) LN, ‘hic’ ins. E *) LN, ‘et’ ins. E 
*) om. ELN '-') ‘simile dicimus’ LN, ‘simile dicitur’ scr.? ™) FLN, ‘condemnamus’ 
E *) ‘ipso iure, quia provenit’ vel similia ins.? °) Haec laetio etsi in omnibus codicibus 
invenitur certe emendanda videtur. An nimis sit audax ‘omissa circumspectione’ 
scribere et coniicere a scriba archetypi ‘omissa’ omissum deinde ‘circumspectione’ 
a correctore in ‘circumscriptione’ deperditum esse? 

* D. 2, 2, 1, 2? D. 47, 19, 6 * D. 47, 2, 46, 74 C. 1, 3, 5 © C. g, 16, 6 ® D. 47, 11, 
1 * Gl. ord. ad D. 4, 3, 7 pr. v.‘si in hoc ipso’ * D. 2, 14, 7, 1! 
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qualificata a iure, ut ff. de penis 1. moris?) § iste® et ff. de iniusto 
testamento 1. si quis filio exheredato § quid? si quis. §'° Et iste 
qualitates possunt dici intrinsece. Quedam sunt qualitates inher- 
entes circumstantiis vel concomitantiis, ut puta qualitas inherens 
tempori, puta quod erat nox, vel qualitas inherens loco, ut puta 
in platea vel in ecclesia. Licet enim tempus et locus non sint 
qualitates de se, tamen quantum ad delictum important qualita- 
tem, si ius ita diffinit.» Unde omne illud per quod factum*) 
aggravatur, dicitur esse qualitas; et omne id, quo amoto delictum 
remanet in substantia delicti, dicitur esse qualitas et") accidens. 
Probantur ista in 1]. aut facta ff. de penis. Adverte quia dixi 
quod dolus est qualitas, et“) est verum quando delictum esset” 
amoto dolo, licet non ita atrox, ut homocidium; sed quando amoto 
dolo non esset delictum, ut in furto, tunc dolus non importat 
qualitatem sed substantiam delicti, ut 1]. inter omnes § recte® 
et 1. si is qui § “si tu”) Titium ff. de furtis.!* §11 Hoc premisso 
circa questionem propositam diverse sunt opiniones doctorum. Et 
dicit Bartolus? quod qualitas inherens mandatario loco et tempore 
delicti intelligitur inesse mandanti, ut 1. utrum* ad legem Pom- 
peiam de parricidiis,? sed qualitas superveniens post delicti con- 
summationem, sicut est qualitas furti manifesti ex deprehensione 
superveniente, illa talis qualitas non intelligitur inesse mandanti, 
dato quod insit mandatario, ut ff. de furtis 1. is qui opem.® Et ex 
hoc inferebat ipse ad questiones, et gratia exempli unam refero. 
Dicit statutum quod magnas puniatur in dupla pena quam popu- 
laris; modo popularis mandat magnati quod occidat Titium. 
Queritur, an iste popularis delicto secuto "pena dupli puniatur”?? 
Et dicit quod sic, quia ista erat qualitas? inherens mandatario, 
ideo eadem reputatur in mandante, ut ]. utrum® ad legem Pom- 
peiam de parricidiis.? Istam suam theoricam reputo non esse 


?) ‘modis’ L, ‘mortis’ EN *) ‘quod’ ELN *) ‘disponit’ FLN ‘) ‘seu delictum’ add. 
FLN ‘*) del.? *) ‘quia’ F, ‘quod’ LN *) FLN, ‘est’ E “-”) ELN om. 

* D. 48, 19, 9, 11 ” D. 28, 3, 6, 10 ™ D. 48, 19, 16, cf. §6 hl. * D. 47, 2, 67, 4 
§11 *) ‘ult.’ EFLN °-*) FLN, ‘puniatur pena dupli’ FLN °) FLN, ‘non’ ins. E *) 
‘ult.’ EF, LN om. propter homoioteleuton, vide var. *) 

* In lectura legis quam infra n. 3 allegavimus ? D. 48, 9, 6 * D. 47, 2, 34 
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veram, et do exemplum. Dicit lex quod decurio non possit bestiis 
subici, servi autem et viles persone bestiis subiciantur; modo de- 
curio mandat vili persone quod comittat homicidium; an decurio 
bestiis subicietur? Certe, si attendimus propriam qualitatem ipsi 
mandanti inherentem, non subicietur® bestiis, si autem attendi- 
mus qualitatem ipsi mandatario inherentem et ipsam trahimus 
ad mandantem, tunc bestiis subicietur. Sed prima pars est 
vera, ut 1. moris” § iste fere ff. de penis.* Mihi ergo opinio Bartoli 
videtur falsa. Preterea, sive qualitas persone generet in eo odium 
sive favorem, istud non est trahendum ad aliam personam, ut I. ff. 
de constitutionibus principum.® Unde in questione proposita fal- 
sum est quod popularis qui mandavit puniatur pena dupla. Cum 
enim ratione istius qualitatis que” diversa est in uno quam in 
altero” resultet diversa ratio, ergo non” debet esse eadem punitio 
in uno que est in altero, sed quilibet debet punin secundum pro- 
priam” et sibi inherentem conditionem. Non obstat illa? ]. utrum,” 
quia” est speciale propter immanitatem criminis; vel ibi est 
propter qualitatem que est in offenso que aggravat factum equaliter 
in persona mandantis et mandatarii, hic autem loquitur de quali- 
tate que est solum in offendentibus. §12 Si autem non loquamur 
de qualitate *inherente persone,” sed de inherente circumstantiis 
vel concomitantiis, videatur opinio Bartoli’ concludere, quod illa 
qualitas non representetur in mandante. Quod falsum est ita in- 
telligere, quia, si mandatarius delinquit de nocte vel in platea, 
iste qualitates aggravant factum in persona mandantis sicut in 
persona facientis. Non obstat etiam |. is qui opem,? quia ibi de- 
prehensio non inducit qualitatem in ipso facto proprie loquendo, 
sed solum in persona deprehensi et ideo non trahitur ad aliam 
personam. Unde ‘furtum manifestum’ dicitur improprie, sed ‘fur 


manifestus’ dicitur proprie; pro”) tanto appellatio furti manifesti 
*) FN, ‘subicitur’ EL ‘) ‘mortis’ ELN, vide §10 var. ”) *) FLN, ‘magis’ ins. E *) 
FLN, ‘alio’ E *) FLN, om. E *) FLN, ‘primam’ E ') ‘ult.’ EFLN, vide var. *) et 
*) ™) ‘ibi’ ins. N 

*D. 48, 19, 9, 11 ° D. 1, 4,1 

§12 *-*) FL, ‘coherente personis’ E, om. N, ubi etiam ‘sed de’ desiderantur ¥) ‘et 
pro’ FLN, ‘sed pro’ scr.? °-°) ‘regulis iuris’ ELN 

* Vide §11 princ. ? Vide §11 n. 3 
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salvatur pro quanto refertur ad furem manifestum, quia, ut dixi, fi 
ista qualitas non est qualitas criminis sed est qualitas ipsius crim- t 
inosi sc. deprehensi. Concomitantia autem criminis, sicut sunt d 
locus et tempus, ut in c. abbate de re iudicata libri VI.,* sunt q 
qualitates in rem et ideo ad mandantem porriguntur. Et predicta g 
vera, quando mandans et mandatarius obligantur ex eodem de- n 
licto. Sed quando ex diversis delictis obligarentur, tunc sine dubio te 
qualitas inherens uni non aggravat alium nec etiam relevat, ut S 
est exemplum in dicta 1.1. § persuadere,* et est etiam exemplum ct 
in adulterio, quia, ut Infra® melius declarabo, non descendit p 
obligatio utriusque ex eodem delicto. (§13-§18) §19 Nono queri- - 
tur, an mandans dicatur® obligatus accessorie vel dicatur princt- G 
palis? Hanc questionem tangit hic Cynus! et disputat multum et a 
tenet quod mandans dicatur eque principalis vel magis quam si 
mandatarius. Ad quod facit quod notatur in 1.II. § si quis non ™ 
homines ff.) vi bonorum raptorum,? ubi mandans dicitur cor- ej 
poralis et principalis. Facit Infra ad legem Iuliam de vi 1. quoniam fi 
multa.’ Et hoc verum*) de mandante qui obligatur ex eodem facto os 


cum mandatario. Sed quando mandans non obligatur®) proprie d: 
ut mandans, sed de consilio vel ordine delicti, tunc mandans magis 


nN 
debet dici accessor, ut 1. hec verba ff. de adulteriis.* Effectus est si 
iste quod qui obligatur accessorie obligatur ad illam penam ad p 
quam tenetur principalis, Supra de episcopis et clericis 1. qui- q 





cumque,® sed qui obligatur eque principaliter, potest suo modo A 
et sua pena teneri, ut dixi supra.* §20 Decimo queritur, an man- 
dans committi adulterium teneatur de adulterio subsecuto? Glosa 


dicit quod non, in 1.I. § deiecisse** et in 1. hoc iure § deiecit . 
® Bonif. 2, 14, 3 in fine. * D. 3, 1, 3, quam paragraphum auctor supra in alia operis in 
parte quam hic non edimus allegavit * Vide §21 pr 
§19 *) FLN, ‘dicitur’ E °) om. ELN °) ‘est’ ins. FLN *) ‘obligaretur’ FLN *) ‘arg. R: 
supra’ LN in 
* Cynus de Pistoriis in commentariis suis supra eadem lege Codicus (C. 9, 2, 5) vil 
* Gl. ord. ad D. 47, 8, 2, 12 v.‘coactus’ * C. g, 12, 6 * D. 48, 5, 1g © C. 1, 3, 14 de 
* §11 prope var. *) tu 
§20 *) ‘ff. de vi et vi armata’ edd. recentiores recte interpolaverunt, sed auctor 8 ] 
ex consulto omisit propter precedentem allegationem § 


+ Gl. ord. ad D. 43, 16, 1, 14 (!) v.‘mandato’ 
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ff. de *regulis iuris.-»)? Iacobus de Ravanis” et Cynus dicunt con- 
tra, in 1. fin. Supra ad Macedoniamum,,? et eis consentit “Andreas 
de Pisis®* per 1.I.ff. de extraordinariis criminibus® et Raynerius® 
qui dicit esse casum per 1. hec verba ff.) de adulteriis.7 Breviter 
glosatores dicunt verum: quod, qui mandat adulterium committi 
non tenetur de adulterio ut adulter. Sed bene confiteor quod 
tenetur de consilio et ordine, ut 1. etsi amici" ff. de adulteriis.® 
Sed si ageretur contra eum tamquam contra adulterum, non pro- 
cederet libellus, licet contra mandantem committi homicidium 
procedat libellus, si agatur contra eum tamquam contra homi- 
cidam. Et est ratio, quia adulterium non committitur sine copula 
carnali, sed carnalis copula non potest intervenire inter separata 
corpora, ergo etcet. Adulterium etiam requirit quendam actum re- 
silientem supra se, sc. corpus proprium, et iste actus sic se reflectens 
non fit? inter absentes. §21 Et quod hoc sit verum probatur ab” 
effectu. Primo °ab effectu immediato,”) quia certum est quod qui 
mandat non fornicatur licet mandet. Secundo ab effectibus medi- 
atis, quia qui nascitur ex adulterio non potest dici filius man- 
dantis; item, si quis mandet alicui quod” cognoscat suam sponsam, 
non tamen consummat matrimonium. Patet hoc evidenter, quia, 
si virgo mandet alteri ut faciat se adulterari, ista virgo non 
perdit virginitatem et adhuc potest inter virgines connumerari,° 
quod non esset, si intelligeretur adultera. Pro hoc etiam est dictum 
Apostoli, quia nemo potest nisi in proprio corpore fornicari, sicut 


»-) sic recte recentiores edd. ex coniectura, ‘vi et vi armata’ E, om. LN °) ‘Arena’ 
EN, ‘raue.’ F, ‘ra.’ L **) F, ‘Io. an.’ E, ‘an.’ L, ‘ar’ N *) om. ELN ‘) reliqua de- 
siderantur in F %) LN, ‘si’ E *) ‘amicus’ ELN *) LN, ‘est’ E \ 

* Gl. ord. ad D. 50, 17, 152, 2 v.‘deiecit’ * Iacobus de Ravanis et Cynus de Pistoriis 
in eorum lecturis (ut vocantur) super C. 4, 28, 7, ubi Cynus Iacobum de Ravanis 
pro sua opionione et Iacobum de Arena pro opinione glossatoris adfert. Iacobi de 
Ravanis lecturam (sub Petri de Bellapertica nomine Par. a. 1519 impressam) non 
inspexi. * Andreae (Ciaffi) Pisani eiusdem Cyni contemporanei scripta extare non 
videntur, vide Savigny vol. VI. p. 480 et quos ipse laudat * D. 47, 11, 1 ® Raynerius 
de Forlivio (ob. a. 1358), forsitan in suis commentariis ad locum supra n. 3. lauda- 
tum, de quibus vide Diplovatatium apud Savigny vol. VI. p. 191 n.f) 7 D. 48, 5, 13 
® D. 48, 5, 10 

§21 *) LN, ‘cum’ E *-*) LN, ‘ad effectum immediate’ E °) ‘ipse’ ins. LN *) ‘quod’ 
L *) ‘computari’ L, incertum N 








370 SOCIAL RESEARCH 


ipse dicit I ad Corinthios VI. Unde sicut iste actus est actus 
coherens persone, ergo per alium explicari”) non potest, quia 
mutatio persone mutat formam et esse, ut 1.1. § hec autem de 
caducis tollendis.? Et doctores qui reprotaverunt) glosam* non 
intellexerunt eam, quia glosa fatetur quod punitur eadem” pena 
et eadem lege, sed non eodem crimine. Nam adulterium” punitur 
ut adulterium™, iste autem punitur de consilio et tractatu. Et est 
simile Infra”) de custodia reorum |. ad commentariensem,* et nota 
illam®) questionem. 


English Translation of the Text 


§9 The fourth question is whether the same quality is present 
and is considered to be inherent in the crime of the mandator 
and of the mandatory. And you must know that in crimes three 
elements are to be found: the first of these is the factual aspect, 
the second is the name, the third, the quality. §10 The factual 
aspect of the crime consists in its consummation, if it is of such 
a nature as not to acquire legal form except through consumma- 
tion. Cf. D. 2, 2, 1, 2; D. 47, 19, 6; and D. 47, 2, 46, 7. But if it 
is a crime of the first degree, it acquires consummation through 
the attempt as such. Cf. C. 1, 3, 5; C. g, 16, 6; and D. 47, 11, 1. 
And so in each and every case we ought to consider in what 
manner the respective crime is punishable by law, and, in order 
to ascertain at once what is punishable, we ought to determine 
whether the crime has been consummated to a degree sufficient 
to warrant the infliction of a penalty. The name of the crime 
consists in the facts acquiring a special name for the crime. But 
when they do not acquire a special name, the crime is said to 
be undefined and the name is that of the genus of the crime. Cf. 
what is said in the gloss to D. 4, 3, 7 at the beginning of the long 
gloss. The same may be said about contracts, cf. D. 2, 14, 7, 1. 
But this name of the crime is imposed by the law and not by the 


judge. Thus if the judge were to state, “I say that you have mala 

‘) LN, om. E 2) LN, ‘j.’ E *) ‘compleri’ edd. recentiores ex coniectura ‘) LN, 
‘reprobant’ E *) LN, ‘ea’ E ') et ™) ‘adulter’ LN *) LN, om. E °) LN, ‘item’ E 
+ 1 Cor. 6, 18 ? C. 6, 51, 1, 11 d! * vide §20 n. 1 et 2 * C. g, 4,4 
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fide committed falsification by having committed adultery with 
Bertha and therefore I sentence you,” the accused would not be 
condemned for falsification but for adultery because the imposi- 
tion of the name of the act is not within the power of the judge 
but within the power of the law. Finally, the quality of the crime 
is twofold. The one is the quality inherent in the delinquent; the 
other is the quality inherent in the circumstances or concomitants. 
And, in addition, the quality inherent in the delinquent may also 
be twofold. The one is that quality which derives from volition, 
such as intent, or from absence of reasonable care, such as negli- 
gence; the other is a quality which does not derive naturally, 
but issues from the fact that the person has received some legal 
characteristic. Cf. D. 48, 19, 9, 11; D. 28, 3, 6, 10. These qualities 
may be said to be intrinsic. Certain other qualities, however, are 
inherent in the circumstances or in the concomitants. For ex- 
ample, there may be a temporal quality such as the commission of 
a crime at night; or, there may be a local quality such as the com- 
mission of a crime in the public square or in a church. For al- 
though time and place are not qualities in themselves, neverthe- 
less, with respect to the crime, they impute a quality if the law 
so decrees. Therefore, every factor by which the act is aggravated 
is called a quality, and every factor without which (even if 
removed) the crime still remains substantially the same is called 
an accidental quality. These assertions are proved in D. 48, 19, 16. 
Observe that I have said that intent is a quality and this is true 
in the event that a crime would exist even in the absence of 
intent, although it would be a less grave crime, as, for example, 
homicide; but in the event that without intent there would be 
no crime, as, for example, larceny, the intent does not bear the 
relation of a quality to the crime but is the very substance of the 
crime. Cf. D. 47, 2, 46, 7; and D. 47, 2, 67, 4. §11 Having made 
these preliminary observations relative to the proposed questions, 
let us consider the various opinions of the scholars. And Bartolus 
said that the quality inherent in the mandatory at the place and 
the time of the crime is considered to be inherent also in the 
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mandator; cf. D. 48, 9, 6; but that the quality supervening after 
the consummation of the crime (for example, the quality of an 
open theft as a result of the supervening arrest) is not considered 
to be inherent in the mandator since it is inherent in the man- 
datory. Cf. D. 47, 2, 34. And from this Bartolus drew his con- 
clusions concerning the respective questions and by way of 
example I shall refer to one of them. The statute declares that a 
nobleman is liable to double the penalty of a commoner. Now, 
the commoner charges the nobleman to kill Titius. The question 
is whether this commoner, after the commission of the crime, is 
also liable to double penalty. And Bartolus holds that he is, since 
this is a quality inherent in the mandatory and therefore con- 
sidered to be the samé in the mandator. Cf. D. 48, 9, 6. I regard 
this theory of Bartolus as false and I offer an example. The 
Roman law prescribes that a decurio may not be thrown to the 
beasts in the arena, but that slaves and members of the lowest 
class may. Now, a decurio charges a person of the lowest class to 
commit homicide. Will then, the decurio be thrown to the beasts? 
To be sure, if we consider the personal quality inherent in the 
mandator, he will not. If, however, we consider the quality in- 
herent in the mandatory and transfer it to the mandator, he ought 
to be thrown to the beasts. But the first alternative is true. Cf. D. 
48, 19, 9, 11. Therefore, the opinion of Bartolus is shown to be 
false. Furthermore, the personal quality whether it evokes odium 
or favor must not be transferred to another person. Cf. D. 1, 4, 1. 
Therefore, in the problem which has been presented it is false to 
hold that the commoner who acted as mandator is liable to double 
penalty. Thus, since, with regard to that quality which differs 
in the persons concerned, the aims of the law are different, the 
same penalty must not be inflicted upon one as upon the other; 
but everyone must be penalized according to his own personal 
station. The law D. 48, g, 6, is no obstacle since it is a special 
statute because of the enormity of the crime (parricide) . Or, per- 
haps, it was the quality of the offended which aggravated the 
act with regard to the person of the mandator and the mandatory 
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alike. Here, however, we are speaking of a quality which exists 
alone in the offenders. §12 If, however, we do not allude to a 
quality inherent in a person, but to a quality inherent in the cir- 
cumstances or concomitants of a crime, the opinion of Bartolus 
leads to the conclusion that this quality is not present in the 
mandator. This conception is false for the reason that if the man- 
datory committed the crime at night, or in the public square, 
such qualities as these aggravate the act with regard alike to the 
person of the mandator and of the perpetrator. Nor is the law 
D. 47, 2, 34, an obstacle since, in this instance, the arrest does 
not impute the quality of the crime to the act itself but only to 
the person of the arrested and, therefore, the quality is not com- 
municated to another person. Thus, “open theft” is an incorrect 
expression, whereas “open thief’? would be accurate. But the ex- 
pression open theft may be justified in so far as it refers to the 
open thief, since, as I have said, this quality is not a quality of the 
crime itself but only of the arrested delinquent. However, the con- 
comitants of the crime, such as the time and the place as de- 
termined in the Canon Bonif. 2, 14, 3, are qualities in rem and 
are therefore projected to the mandator. The foregoing is valid 
when the mandator and the mandatory are liable for the same 
crime. But when they are liable for different crimes, there is no 
doubt that the quality inherent in the one does not affect the 
other either favorably or unfavorably. There is an illustration 
pertaining to this question in the aforementioned law, D. 3, 1, 3; 
and there is also an illustration in the problem of adultery con- 
cerning which, as I shall presently explain more fully, the liability 
of both the mandator and the mandatory does not derive from the 
same crime. (§13-§18) §19 The ninth question is whether the 
mandator’s liability is accessorial or whether he is considered as a 
principal. The problem is treated in the same connection by 
Cynus who discusses it at length and who holds that the mandator 
ought likewise to be considered as a principal or even more so 
than the mandatory. This is borne out by the gloss to D. 47, 8, 
2, 12, in which the mandator is said to be personally the principal. 
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It is also borne out by C. g, 12, 6, which will be explained below. 
And this is true of the mandator who is as liable as the mandatory 
for the same act. But when the mandator is not liable as a man- 
dator proper, but only in so far as he had given counsel or a com- 
mand to commit the crime, then the mandator ought rather to be 
called an accessory. Cf. D. 48, 5, 13. The legal consequence is 
that he who is liable accessorially is punishable by the same 
penalty as the principal. Cf. supra C. 1, 3, 14. But he who is as 
liable as the principal may be liable in a special mannex and by a 
special penalty, as I have said above. §20 The tenth question is 
whether the mandator of an adultery is guilty of the subsequent: 
adultery. The gloss to D. 43, 16, 1, 14, and the gloss to D. 15, 17, 
152, answer in the negative. Jacobus de Ravanis and Cynus in 
commenting on C. 4, 28, 7, answer in the affirmative, and with 
them Andreas of Pisa concurs on account of D. 47, 11, 1, as also 
does Raynerius who holds that this problem is decided in the 
very words of D. 48, 5, 13. In short, the glossators are correct 
when they say that the mandator of an adultery is not guilty of 
the adultery as an adulterer. I readily admit, however, that he is 
liable for his counsel and his order. Cf. D. 48, 5, 10. But if an 
action were brought against him as an adulterer, the action would 
not lie, although if the mandator of an act of homicide were 
tried, an action brought against him as a homicide would lie. 
Aiid the reason for this differentiation is that adultery cannot be 
committed without carnal knowledge, and there can be no carnal 
knowledge between separated bodies. Therefore, et cetera. Adul- 
tery also requires some act which affects reflexively the perpetra- 
tor, namely, his own body, and this act which is thus reflexive 
cannot occur between absent persons. §21 And that this is true 
can be proved by the legal consequences. Firstly, it can be proved 
by the direct consequences, since a mandator does not fornicate, 
although he may be the mandator of a fornication. Secondly, it 
can be proved by the indirect consequences, since the adulterine 
cannot be said to be the son of the mandator. The same, if one 
charges another to have sexual intercourse with his bride, he 
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does not thereby consummate his marriage. This is quite evident 
since a virgin by charging a married woman to commit adultery 
does not thereby lose her virginity and may still be accounted a 
virgin. Such would not be the case if she herself would be deemed 
an adulteress. St. Paul in his first letter to the Corinthians, chap- 
ter VI, expresses himself to this effect when he declares that no 
one can fornicate except with his own body. Therefore, since 
this act is essentially personal, it cannot be perpetrated by another 
person for a change of the person is change in form and being. 
Cf. C. 6, 51, 1, 11d. And the scholars who have reproached the 
gloss have not understood it, since the gloss concedes that the 
mandator is liable to the same penalty and under the same law 
as the mandatory, but not for the same crime. For adultery is 
punishable as adultery; while the mandator is punishable for 
counseling and abetting. A similar case is to be found in C. 9g, 
4, 4, and note this question well. 








ON PROPAGANDA 


‘Tue period of the Enlightenment created public opinion and es- 
tablished its legitimacy on the basis of natural rights. The claim to 
political freedom was derived from the intellectual and moral ma- 
turity of man, whose advocate and representative the middle class 
considered itself to be. Public opinion which, according to Neck- 
er’s saying, ‘divided the prizes and crowns as from a throne on 
high,” was the tribunal of reason before which the superstition 
of the time and the arbitrariness of the rulers should justify them- 
selves. It was in this sense that public opinion was conceived by 
Necker in France and by the German Georg Forster, while some 
earlier statements by Sir William Temple already pointed in the 
same direction. Public opinion was based on the publication of 
facts which had assumed a general interest; at the time of the 
absolute monarchy, when public opinion did not exist, those facts 
remained secret or were known only at the court. The struggle for 
freedom was a struggle for critical publicity, arising from the spirit 
of belief in the power of reason. It was a struggle for the popularity 
of truth, to which corresponded a new ideal of scholarship. 

If historical experience has taught that public opinion is not 
always so reasonable as it appeared in the original conception, one 
conclusion is that the methods of obtaining a more reasonable one, 
be they educational, journalistic or political, must be improved; 
this is the conclusion which is drawn by those who respect man. 
Or it may be concluded that public opinion is worth just so much 
as can be achieved with it; this is the view of those who hold man’s 
reason cheap and therefore unhesitatingly deprive him first of 
the opportunity and finally of the courage to use it. ‘They carry on 

1Ernst Manheim in an interesting study has recently tried to expound the role 
which the language orders, patriotic and moral societies and freemasonry played in 
the gradual formation of a public opinion in Germany in the seventeenth and 
eighteenth centuries. (Die Trager der dffentlichen Meinung. Studien zur Soziologie 


der Oeffentlichkeit. Briinn: Rohrer. 1933. 145 pp. 5 RM.) See also Gétze, W., 
Die Begriindung der Volksbildung in der Aufklérungsbewegung (Berlin-Leipsic 


1932). 
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propaganda, that is to say, instead of letting man know the truth 
they make him believe in something which is useful for themselves, 
the propagandists.’ Then for the conviction that reason is powerful 
is substituted the knowledge of how to exploit prejudices and 
how to stir passions. Sorel’s theory of the myth and Pareto’s theory 
of non-logical actions are fashionable philosophies which permit 
the justification of the destruction of democratic morals including 
public opinion. They likewise give intellectual support to the 
unrestricted use of propaganda methods by the government and 
thus help to bring dictatorship into existence. 

There is propaganda not only in dictatorships but also in de- 
mocracies. Its significance, however, differs in two respects under 
these two different forms. In democracy the propagandists meet 
competition and though the Common Good does not conspicu- 
ously emerge from the struggle of partisan egoisms, as early liberal- 
ism assumed, competition does at least hinder overrunning by one 
single interest. Yet in dictatorship propaganda is monopolized by 
the state. It complements violence. Like the latter it serves to 
fortify the domination by creating the silent acquiescence of the 
ruled which even dictators need if they want to last. In democ- 
racy, moreover, propaganda passes for an infringement of the 
basic intellectual rights of man. The propagandist, endeavoring to 
blind the thinking citizen, is forced in strong democracies to run 
his business in secret. He knows that he betrays public opinion and 
thereby undermines its potential excellence which, according to 
James Bryce, is “the real test of a nation’s fitness for self-govern- 
ment.’ Under dictatorship, however, propaganda is legitimate. 
There one establishes ministries for it and thus officially proclaims 
cynicism as permanent. The propagandist does not extort the rec- 
ognition of tyranny but must obtain it by flattery. Following the 
advice of a distinguished European expert he must adjust himself 
to the lowest intellectual level. 


1 This use of the term propaganda corresponds to its origin. The congregatio pro- 
paganda fide of the year 1622 was to disseminate the Catholic faith anew. Concerning 
the contrast between knowledge and belief, cf. Plato’s dialogue Gorgias, which con- 
tains the most profound philosophical analysis of propaganda. 

* Bryce, James, Modern Democracies (New York 1921) vol. i, p. 161. 
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The monopolization of propaganda alters its character. While 
in democracies it merely makes the stream of public opinion tur- 
bid, in dictatorships it obstructs the sources of that stream: criti- 
cism, reason and the love of one’s country which is blind without 
the political responsibility of the citizen. Public opinion disap- 
pears. It becomes secret opinion again, offering to the new magic 
only a miserable ironic resistance in the form of jokes and rumors. 

The ideal public opinion is one that meets the truth, the ideal 
propaganda is one that obtains the biggest success. To be sure, 
truth can also be disseminated in a propagandist manner. This 
was Lenin’s honest conviction, one of the ideas which point to the 
influence exerted by the Enlightenment upon Marxism. Lenin 
spoke of communistic propaganda in Soviet Russia as a kind 
of collective education which, in contrast to agitation, was to ex- 
pound the social situation correctly by means of the written word.! 
In secular matters, however, it is more worthy of man to know 
the truth than to believe it. 

The fascist propagandists proclaim that which is a private vice 
in democracy to be the fundamental virtue of the state. They not 
only reduce reason to silence but also deny its right to existence, 
to which history testifies. They create myths, convert fictitious 
forces into real ones, and cultivate the taste of the crowd for il- 
logical action instead of restraining it.2 They necessarily lower 
the intellectual level of the people, as can be shown by a comparison 
between the present and the epoch of the Enlightenment. 

At that time literature was of crucial importance in life, illiteracy 
decreased rapidly, libraries were established, literary societies and 
newspapers founded. Nowadays it is the fashion not only for dic- 
tators but also for intellectuals to despise the intelligentsia; books 
are burned, and while the Muse covers her face youth practices 


Cf. Ausgewahlte Werke, 12 vols., vol. ii (Vienna-Berlin 1932) p. 85 ff.; and Agita- 
tion und Propaganda (Marxistische Bibliothek, vol. viii, Vienna-Berlin, 1929). 

? Besides the sociological writings of Sorel and Pareto, cf. Delaisi, Francis, Political 
Myths and Economic Realities (English translation, New York 1927); Plenge, J., 
Deutsche Propaganda (Bremen 1922). The term “fictitious forces” for this con- 
text comes from Paul Valéry (“Au sujet des lettres persannes” in Commerce, 
vol. viii, 1926). 
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marching. European liberalism was established literarily before it 
became politically effective; fascism sets up a literary justification 
after the physical triumph. At the end of the 18th century the 
book replaced the speech; in modern dictatorships the reverse 
process can be noticed. The press of the National Socialists arose 
after their first big electoral success. “Newspapers,” wrote A. L. 
Schlézer, the great German scholar and publicist, in 1804, “are 
one of the great means of culture by which we Europeans have 
become Europeans.” The number of. subscribers for the German 
press is now steadily shrinking. Schlézer called statistics “the barom- 
eter of the citizen’s liberty’; in dictatorships it becomes a method 
of concealing the truth, since “‘statistics and despotism,” as Schlézer 
again pointed out, “do not get along together.’’! At the end of the 
18th century multiplication and interest tables were substituted 
for the astrological signs on the peasants’ calendars; the rise of 
fascism in Germany was accompanied by a boom in the astrologi- 
cal business. In a word, modern monopolized propaganda lives on 
the death of reason. 

Propaganda has three limitations. The first lies in the deep 
rooted habits, customs and usages which it is possible to change, 
but only slowly. In civilized societies with a feudal background 
it is possible to conduct a successful propaganda campaign to the 
effect that honor is more valuable than bread, at least so long as 
there is something to eat; it could hardly succeed in establishing 
suttee as more appropriate than the mourning of the living widow. 
The second lies in the fact that propaganda, in order to work, 
must take on the appearance of truth. One can not spread lies and 
admit that they are lies. Even the opposite of truth secures its 
strength only from truth, in so far as it pretends to be true. The 
third limitation, a special form of the second, consists in the evi- 
dential power of the stubborn facts themselves. One can not propa- 
gandize that water is more nourishing than milk. But the circle 
of those facts which are immediately perceptible is very narrow. 


*Schlézer, August Ludwig, Theorie der Statistik (G6ttingen 1804) pp. 78, 52, 51. 
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As a result of the complexity and the vastness of the conditions 
under which one lives in a society with division of labor, the social 
reality of many facts is established through belief and not through 
personal experience and knowledge. This makes possible their 
transformation through propaganda. 

Professor Lumley, whose book! provided the immediate stimulus 
for the preceding discussion, has performed the service of show- 
ing in all its urgency the danger of propaganda to democratic 
culture. This spiritedly written study contains a collection of in- 
structive examples of deceptive propaganda in the fields of busi- 
ness, education, religion and politics. The methods which he 
recommends for its control are weak. He expects nothing from 
legislation and thinks that only better education can help. It is 
not understandable, however, how in the complexity of modern 
life education can diminish the power of the propagandist to spread 
lies successfully. Lumley construes the concept of propaganda as 
opposed to the concepts of education and truth. But without an- 
alyzing the very weighty problems which he thus raises, he con- 
tents himself with a relativistic conception of truth and discusses 
not the content of education but only the methods of instruction. 
This weakens his position considerably and makes it much too 
easy to stamp him as a propagandist of democracy. The lack 
of a historical consideration of the role which propaganda played 
in various cultures and periods leads Lumley to the crude point 
of view that propaganda is a universal phenomenon. As a result 
he misses the key to an understanding of propaganda in modern 
dictatorships and becomes entangled in undervaluations of earlier 
cultures. The differences between certain cults in primitive soci- 
eties, the addresses of the popes during the Crusades and the ly- 
ing advertising of a modern soap trust shrink away into noth- 
ing and at one point Plato is simply called a liar. Considera- 
tion of the European literature on propaganda might have pro- 
tected Lumley from this impetuosity and might have sharpened 
the analytical sections of his brilliant book. 


HAns SPEIER 
1Lumley, F. C., The Propaganda Menace (New York: Century, 1933. 454 pp- $4-) 
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BOOK REVIEWS AND NOTES 


COLUMBIA UNIVERSITY COMMISSION. Economic Reconstruc- 
tion.1 New York: Columbia University Press. 1934. 250 pp. $3. 


Until a short time ago the great majority of economists treated as an 
apparent, not real problem, the question whether, in the present capi- 
talist economy, the actually available purchasing power could adjust 
itself automatically and spontaneously to the rapidly growing produc- 
tive capacity. Particularly in Europe they smiled at the idea that the 
displacement of labor through technical progress could lead to a “struc- 
tural” unemployment, lasting for a long time. To use the witty expres- 
sion of a German economist, they likened unemployment to the wait 
at a transfer point on a railroad. While no economist will accept the 
view that when unemployment follows technical progress it is therefore 
necessarily caused by such progress, nevertheless the long continuing 
unemployment of skilled workers, forced out of their jobs by rational- 
ization or by any kind of technical change, gave a decisive impulse to 
theoretical thinking about this problem. The history of the purchasing 
power theory, which has yet to be written, is an interesting example of 
how an important economic principle, an important structural prob- 
lem of our economic order, first emerges in the form of an obviously 
senseless popular argument, which science rightly disposes of by a purely 
academic and formal refutation. The discussion remains completely 
fruitless because of the great distance between the two points of view, 
until overwhelmingly important facts correct the statement of the prob- 
lem and lead to a treatment more adequate both realistically and the- 
oretically. For the problem involved in the purchasing power theory 
the short time approach is primarily significant. If the approach is made 
from that point of view the valuable kernel of the popular purchasing 
power argument becomes evident and a way is perhaps opened even 
for a quantitatively realistic treatment of the problem, which certainly 
can not be disposed of by a reference to J. B. Say’s loi des débouchés, 
the theory that each product sold on the market creates an equivalent 
purchasing power to sustain the level of general prices. The Report of 
the committee called together by President Nicholas Murray Butler 
chooses, from among the various aspects offered by the world economic 
crisis, the question “‘of the adequacy of our present economic order to 


*Report of Columbia University Commission, Robert M. Maclver, Chairman, 
James W. Angell, Joseph W. Barker, J. M. Clark, Arthur D. Gayer, Alvin H. 
Hansen, Alvin Johnson, Wesley C. Mitchell, Harlow S. Person, Josef Schumpeter, 
George Soule. 
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adjust the economic factors of effective demand or purchasing power 
to the technological factors of the present and potential capacity of pro- 
duction” (p. 3), and characterizes the present period as transition from 
an economy of scarcity to one of plenty. 

The disparity between production and productivity therefore occu- 
pies the central position in the Report, which necessarily, however, 
in the discussion of this central question cannot avoid drawing into the 
discussion the important questions of present day economic policy, 
especially the monetary question. On the basis of special inquiries it 
is stated, for example, that the output of all industry could be raised 
about 77 per cent “with equipment and management brought to the 
level of best current practice” (p. 8). The Report states that, according 
to the unanimous opinion of the many engineers and executives to 
whom the query was put, the disparity referred to is traceable to the 
poor functioning of the economic process “whereby total income flows 
out to the community and is transformed into purchasing power.” 

When the question is put in this way a view of the economic process is 
accepted which theory has until now rejected as completely lay and 
meaningless, but which actually is present in principle in every theory 
of the business cycle, even the orthodox one—namely, that the changes 
in technique introduced in the period of prosperity lead to a distur- 
bance of the market equilibrium, to price declines resulting in countless 
bankruptcies, to the necessity of a new adjustment of the total process 
and that, for a considerable period of time, this makes it impossible 
for the technically available efficiency to function. If the extent of 
such disturbances, always cumulative at the beginning of a depression, 
is permitted to grow beyond a certain level, then one is confronted by 
the problem which is posed by the world economic crisis. This is the 
question of whether the existing economic system can survive such 
great shocks, and it is the merit of this report that it does not take 
this question as positively decided at the outset, as is so frequently done. 

The periodically threatening lack of purchasing power is in part 
caused by the following circumstances: disturbances of the monetary 
system; insufficient or false reactions by entrepreneurs to changes in 
the interest rate; difficulties in the forming of just calculations for 
the ratio of investment, especially in view of the attempts of the large 
corporations to expand their production, and the impossibility of know- 
ing in advance what the other producers in the field wil! do. To these 
must be added the effect of monopolistic competition, that is, of com- 
petition between a limited number of large producers, who diminish 
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the elasticity of the price system and render it rigid at a point at which 
resources are not being fully utilized (p. 15) .1 

So far the first part of the Report accepts, although with specific 
reference to the present economic disturbance, the cycle theories which 
do not trust too much to automatic economic forces in the swing back 
from depression to equilibrium. Since it rightly considers the produc- 
tion limiting effects of monopolies as a main cause of the rigidity in 
recovery, it is naturally and again rightly opposed to those provisions 
in the NRA legislation which seek to attack the problem of economic 
disturbances by limiting production: “An all round application of this 
policy would . . . solve the problem of ‘poverty in the midst of plenty’ 
by removing the plenty.” 

In the center of the analysis stands the problem of economic equi- 
librium. Equilibrium in a dynamc economy can only mean “moving 
equilibrium.” Even in a closed economic system—ieaving out of account 
the stabilization of international economic relations, especially capital 
movements—we can only assume such a moving equilibrium, according 
to the Report, when prices and costs are in equilibrium with each other, 
that is, when profits are stabilized and when, further, the total income 
of the national economy grows correspondingly with the expansion ot 
productivity. This presupposes that other relations also remain in 
equilibrium: debts and income; debts and capitalized anticipated 
profits; the production of consumption goods and of industrial equip- 
ment; the relation between the receipt and expenditure of income. It 
is therefore a highly complicated equilibrium system, whose functioning 
is dependent upon the development of special institutions. Since this 
concept of the moving equilibrium is pushed into the center and is 
characterized as the goal of cyclical policy, the Report rejects an eco- 
nomic policy in which with increasing productivity the equilibrium is 
attained exclusively by an automatic decrease of the prices—which us- 
ually does not take place at all. 

Still the Report is just as remote from pleading for a mechanical 
restoration of an old price level, or a forced price rise. For a price rise, 
it is correctly stated, can only be considered a symptom of cyclical re- 
covery when it is the consequence of increased demand. Nor does the 
Report recommend the retention of the gold standard in the old sense 
of the word, for it makes impossible control of the internal price level, 
permitting at best deflation but not inflationary measures. It fetters the 
bank of issue policy, makes the internal economic policy dependent 


*This form of monopolistic competition has recently been analyzed theoretically 
by Edward H. Chamberlin. 
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upon the measures of other states, and is furthermore not an automati- 
cally equalizing force, for with an influx of gold the banks of issue are 
more and more reluctant to pursue a discount and price policy which 
would promote an outflow of the gold. The gold standard has thus 
lost the advantage which it formerly possessed and indeed possessed 
because England clung to it and every country had to play the game 
under peril of the greatest injury (p. 185); on the contrary, it now 
exposes the countries which adhere to it to a heavy economic pressure. 
Thus the Report contrasts the beneficial effects which England has ex- 
perienced since it went off the gold standard in 1931 with the defla- 
tionary pressure to which the United States was exposed for a further 
year and a half. In connection with this, however, the Report forgets to 
mention that the United States might have been able to reduce this de- 
flationary pressure appreciably had it been prepared to give up again 
a part of this gold treasure, while England could have maintained the 
old parity only at the cost of a deflationary pressure, which the sepa- 
rately arising deflationary consequences of the economic crisis would 
have increased immensely. 

Although the Report thus piles up the arguments against the gold 
standard under present conditions, as has already been said it does not 
advocate an economic policy based on simple monetary devaluation. 
This would be wise only when additional money is demanded by private 
entrepreneurs, which at the present time is true only to a slight extent. 
Therefore the emphasis is placed on “a large and well timed program 
of public works,” which should be planned in advance in sufficient 
amount. The old argument that public works curtail the supply of capi- 
tal is dismissed for the reason that one cannot speak of a definitely 
limited capital fund (p. 36) and that in any case at least a part of the 
expenditures would have had to be made in the form of unemployment 
relief, without any return and without the stimulating effects of public 
works. 

The parts of the Report which concern themselves with the reestab- 
lishment of the international gold standard clearly show that the authors 
are far from believing that the situation of the world economy or of 
individual countries can be corrected simply from the monetary side. 
On the contrary, they believe that the clearing up. or better the cancel- 
lation of all war and reparations obligations, the facilitating of in- 
ternational trade, and a guarantee by the banks of issue that in the 
future they will to some extent observe the rules necessary to the func- 
tioning of an international gold standard, are necessary conditions 
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which must first be met before any monetary cooperation is conceivable, 
and that even under these preconditions this cooperation would im- 
mediately collapse unless, in addition and in advance, the abnormal 
unemployment had been done away with, the rigidity of many factors 
had been obviated, and necessary controls had been set up, especially 
for international capital movements. One can see that the Report holds 
that the elimination of the instability in the individual countries, the 
reestablishment of a “normal” rate of business—and that means a 
marked increase in the volume of production over the peak in the last 
boom—are necessary conditions for the functioning of an international 
gold standard, which the Report, again correctly, ties up closely with 
free international exchange of goods (which does not exclude appro- 
priate tariff barriers) . This position implies the view that the causes 
of the economic crisis in the individual countries are in last analysis to 
be traced back to original disturbances in the individual economic 
bodies, regardless of how much the disturbances of world trade and the 
senseless war debts policy, tied up with tariff barriers (p. 143) , may have 
sharpened their consequences. Thus better international cooperation 
requires as a prerequisite a constructive stabilizing economic policy in 
the individual countries, and it will then, one may assume, be reestab- 
lished of itself, in so far as the changes in the structures of production 
do not limit the field of international trade, a question into which the 
Report unfortunately does not go further. 

In so far as the question of the standard is concerned, the Report 
treats it therefore only as a choice between a national or an international 
“managed system,” not as the choice between a managed system and 
an automatism. In the foreground stands “a sufficient control over un- 
balanced factors to assure a reasonable degree of national economic 
equilibrium.” In so far as the monetary expression is concerned, this 
is to be attained by two methods: by a reduction of prices with increas- 
ing technical efficiency or by an increase in incomes, in so far as they 
go into consumption, especially therefore wages. With meritorious firm- 
ness the Report rejects the “orthodox” standpoint of “a price-level 
which falls in proportion to unit-cost reductions,” because of the prac- 
tical as well as the psychological difficulties which must arise from it. 
(James W. Angell and also Schumpeter advocate this policy in separate 
statements, pp. 77, 241-2.) As a result, preference is given to a system 
in which the actual increase in efficiency is accomplished by increases in 
the national income—if one wishes to put it that way, a position favoring 
the “theory of high wages” (cf. especially the demand of No. 5 of the 
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“Special Recommendations” for “the working out of a national plan 
for the increase of average wage rates in proportion to the cost reduc- 
tions attained through technological advance or other means. . . to 
secure . . . a more steady flow of money income as productive capacity 
increases’). Such a policy, however, not only implies “monetary con- 
trol,” but would be possible only by watching volume of production, 
unemployment, the movement of wages and total wages, profits, the re- 
turns in the various fields of investment, the amount of new security 
issues, the demand for credit, the volume of foreign trade, foreign 
credits, etc. (p. 47) . In other words, the equilibrium of all these factors 
would have to be watched. Increasing unemployment and rapidly ris- 
ing profits would particularly be signals of approaching danger and 
would have to lead to appropriate measures. One could hardly speak 
out more decisively for management of the entire economy, and in fact 
the Report is one of the most radical pleas for a system of far reaching 
interventionism. In contrast to the economic view which was usual until 
recently, it is characterized by the recognition that the forces of eco- 
nomic automatism are not strong enough to effect a rapid adjustment 
of real income to the increase in efficiency. Further, in contrast to the 
conceptions which are—more and more seldom, it is true—advocated on 
the European continent, the Report does not believe that capital con- 
sumption and capital scarcity caused by an excessively high wage level 
are the chief dangers of the phase in which modern economy finds 
itself; rather, on the contrary, it finds these dangers in overinvestment 
and excessive profits which cannot be invested because the interest rate 
does not sink fast enough. It completely disagrees with the idea that 
unemployment insurance in itself, through its mere existence and even 
without any abuse whatsoever, can raise wages above the level of the 
productive contribution of labor. (Schumpeter also emphatically es- 
pouses unemployment relief, p. 239.) 

Along with the financing of public works, the chief means of achiev- 
ing this moving equilibrium is the development of unemployment re- 
serves, analogous to the accumulation of reserves for the payment of 
dividends in times of poor business. Provision should by all means be 
made in advance, so that in the depression these reserves will not be 
taken from the already diminished income stream, but will be financed 
through idle capital or through bank credit. In this position too it is 
evident that the chief aim of stabilization policy is considered to be 
the maintenance of the stream of purchasing power and its stabilization 
through the phases of the cycle. Yet at this point also it should be noted 
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that the Report, with all its emphasis on the primacy of internal as op- 
posed to international economic problems, especially clear in the analy- 
sis of the difficulties which a gold standard would involve (cf. pp. 
132-3), by no means declares that economic nationalism is a desirable 
goal. Therefore a policy is recommended which, while maintaining 
the standards established under the recovery legislation, seeks mutual 
tariff reductions. 

The goal of a planned economy in the meaning of the Report can- 
not, as is well recognized, be reached through the freeing of the 
shackled individual forces, that is, through the liberation of an autom- 
atism which exhibits disparities with our economic structure that are 
seldom adequately presented (pp. 156-9). It can only be achieved 
through the creation of new institutions, because the spontaneously 
developed economic forms, such as the la®ge corporation, for example, 
are themselves the carriers of the disturbances; in other words, because 
modern economy cannct return to the condition of free competition de- 
scribed in economic theory. 

The problem of the establishment of a moving equilibrium is 
posed in the Report clearly; the detailed measures developed are 
correspondingly vague. It is true that a proposal is made for better 
control of the large corporations, especially in so far as they determine 
prices and the provision of capital and credit, yet the Report at this 
point stops with a few general remarks, which in substance coincide 
with the old demands of bank policy—control of note issue, prohibition 
of the financing of long time investments through bank credit, the 
separation of investment houses and commercial banks, etc. In this 
connection too the fact is neglected that even the simple expansion 
of pure short term commercial credit necessarily leads to the financing 
of investments by bank credit if the debtor does not later succeed in 
consolidating these credits, that is, in financing them out of savings. 
Or, equally pure bank credit, even when given only as commercial credit 
to finished goods industries, freezes up and will freeze up if the economic 
system does not succeed in financing the greater part of the investments 
out of savings. 

On the other hand, the most difficult problems of cyclical policy 
arise out of this very fact that in times of depression it is not possible 
to set up a corresponding capital demand over against the supply of 
capital, and only experience can teach us whether it is possible to avoid 
the development of this problem by means of control during the period 
of prosperity. In any case, here too the emphasis is placed upon the 
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avoidance of bad investments, while the therapy in the depression is 
limited to the financing of public works and the provision of relief. 
One of the main problems of modern economic development, namely 
whether technical development does not lead to difficulties in the dis- 
covery of new fields of investment, is not discussed. If the question is 
to be answered in the affirmative, then only an extraordinarily strong 
decline in the interest rate would be able to work against a long time 
deflationary tendency. The problem of whether temporary difficulties 
for the investment of capital might exist, is for the most part rejected. 
It is constantly assumed that the demand curve for capital runs con- 
tinuously. Despite this, in the same breath reference is made to the 
dangers which lurk in the gap between savings and investment. What 
is this gap, however, but a lack in investment possibilities? In fact, if 
one believes, as does the Report, that the increase in technical efficiency 
has created pronounced difficulties in the adjustment to the new condi- 
tions, these can lie only in the following: either there is a lack of 
capital, of savings, to satisfy the demand for investments arising from 
the increasing capital equipment; or, vice versa, the flow of savings 
into new investments, with the result of creating additional jobs, is 
not to be expected, whether because no new fields of production are 
open or because investment opportunities, such as those in foreign 
countries, are closed for the time being. If one excludes the first alterna- 
tive, especially for the United States, then only the second remains as 
correct. Although the Report does not draw this conclusion, it never- 
theless seems to me that it is implied in its entire train of thought, 
especially in the care with which it tries to further an expansion of 
consumption even in prosperous times. From all that has been said 
above it follows that the Report naturally sees the task of economic 
policy in the United States at the present moment not in the more or 
less mechanical attainment of some price level (such as that of 1929, 
which it considers too high, p. 202), but in the construction of a well 
integrated and interlocking machinery of control, whose task it will 
be to steer the unchained economic-technical forces with a view to a 
harmonious development of production and sale. It is the strongest 
and most concrete plea for a planned economy, bound up with a far 
reaching criticism of so-called automatism. All economists who with 
more or less enthusiasm praise the elimination of the “rigidities” and 
the return to a free economy as a panacea, must now come to grips 
with the arguments of this report and especially of the separate reports 
—something which has not yet been done. 


EMIL LEDERER 
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LIPPMANN, WALTER. The Method of Freedom. New York: Mac- 
millan. 1934. 117 pp. $1.50. 

Mr. Lippmann has written a most provocative and controversial 
book. It is very short and it covers an enormous range of subjects; the 
problems it deals with are so cumbersome and manifold that the mar- 
gins of the pages are inadequate for the annotation of questions and 
remarks. Such an experienced writer as Mr. Lippmann must have 
known this long before publishing this book; certainly it was not with- 
out good reasons that he exposed himself to a deluge of confutations. He 
probably wanted to stimulate the widest possible debate on two themes: 
how liberalism can readjust itself to the revolutionary situation of the 
postwar period; how liberalism can take the offensive after finding a 
new strength in “positive convictions and affirmative principles.” 

The summer of 1931, Mr. Lippmann says, marks the turning point 
of a long revolutionary process; the disaster of the fictitious postwar 
prosperity wrecked what remained of the old laissez-faire liberal state. 
This transformation was destined to come ever since the days in which 
universal suffrage was granted: “Since the consolidation of popular 
power, laissez-faire capitalism has been like a man condemned who is 
reprieved repeatedly because he works miracles” (p. 14) . Now the days 
of reckoning are here; the theory of laissez-faire needs no piecemeal 
violations, as it always did, but a complete repudiation; the state must 
organize its new legal instruments for entering the economic sphere as 
a supreme moderator, and must take care of the economic system “as a 
whole.” This policy of constant and planned intervention of the state 
in business activity is called by Mr. Lippmann “compensated economy.” 

Under a compensated economic system, if I rightly understand Mr. 
Lippmann, the state must act as a pilot, striving to steer a definite 
course and to keep a steady equilibrium while the driving force of the 
ship is provided by the regulated combustion of individual initiative; 
furthermore, the state must supply emergency fuel when the regular 
supply is unavailable. In order to maintain an equilibrium and to 
follow its own directions the state will have to antagonize quite often 
the streams of the economic forces; it will have to employ people for 
public works when they are laid off by private initiative, it will impose 
high taxation in periods of prosperity, and so on. Finally, the state will 
definitely burden itself with certain new obligations in order to assure 
to the people a minimum of economic security. The masses are pushing 
toward these reforms, and no matter how little articulated they may 
be today, there is no way of avoiding or diverting their pressure. 
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The tactics of seeking discipline rather through persuasion and self- 
limitation than through coercion is called by Mr. Lippmann the method 
of freedom. Mr. Lippmann uses as terms of contrast such dangerous and 
rather abused expressions as individualism and collectivism; but it 
seems to me that his method of freedom means more than a limited 
condescension of the individual to a fatal and painful process of sociali- 
zation: it means allowing the social and economic groups to transform 
their interests into political issues, and retaining the game of politics as 
a contemporary device for hindering excessive interference of the state 
in individual rights. 

The method of freedom, Mr. Lippmann asserts, does not claim to be 
valuable and workable for every country in our time; it is peculiar to 
the “free nations with a highly developed capitalist economy,” namely, 
to the Anglo-Saxon and Scandinavian countries—the nations that are 
too rich to afford the luxury of new revolutionary experiences. Mr. Lipp- 
mann has expressed on several other occasions the opinion that liberal- 
ism is the regime better suited to the Anglo-Saxon countries, while 
other regimes fit the nations they were cast upon. This kind of Monroe 
Doctrine of liberalism represents in my opinion a very pernicious form 
of egoistic nationalism and can drive its upholders to many undesirable 
passes. Until February 6 of this year France was safely in the column 
of nations fitted for liberalism; now the circle is narrowed, France is 
kept in limbo, and every show of Sir Oswald Mosley, every outbreak of 
colored shirts in Australia or Arkansas, raises a certain apprehension. 
Political beliefs have not much chance to survive if they do not take 
the risk of being universal. In restricting his theory to a few countries 
Mr. Lippmann loses the possibility of defending his case with rational 
and moral elements; he is obliged to use reasons of convenience, to re- 
peat the argument of the price of new adventures for highly organized 
nations, to confine himself entirely to economics; which is to be re- 
gretted in such a keen investigator of moral and political problems. 

How can the state perform new functions without giving up at least 
temporarily the method of freedom? This point has been the target 
of many rather unfair objections to Mr. Lippmann’s book. A demo- 
cratic state, it has been repeatedly asserted, can not antagonize economic 
trends and can not reverse its traditional tendencies by adopting a sys- 
tematic non-laissez-faire policy. Yet it seems obvious that every regime, 
be it democratic or tyrannical, must handle the political and legal 
machinery in such a way as to dam up the tides of public opinion and 
public behavior. What Mr. Lippmann has in mind when he uses that 
Emersonian term “compensation” is, I think, an extension of the old 
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principle of checks and balances into a field where it has not worked 
until now; he seeks to stimulate the invention of some new legal ap- 
pliances so ingenious as to determine a smooth and balanced working 
of the economic forces. Nature left to herself fails to create this balance, 
as she fails to express political leadership if not integrated by highly 
artificial and always unsatisfactory systems of selection. There is noth- 
ing Utopian in what Mr. Lippmann suggests: his is in no way a demand 
for a Platonic philosopher king; it is rather a call for bringing into 
the conflict of big and powerfully organized collective interests the 
same discipline that the Roman and Common laws have for centuries 
brought into rural husbandry and small scale trades. One would like 
to hear more about the concrete schemes that Mr. Lippmann envisages. 
His suggestion to entrust the supervision of economic activity to high 
officials independent of political fluctuations, who “would have to enjoy 
an independence roughly comparable to that of the federal judiciary” 
sounds excellent. John Marshall developed the constitution even under 
the kingdom of Andrew Jackson. 

The pages on the comparison of the method of freedom with the 
opposite systems are most interesting; but here too the preoccupation 
of being fair toward the authoritarian regimes in other countries leads 
Mr. Lippmann to some disputable statements. Italy and Germany, he 
repeatedly asserts, are under a regimented economy subordinated to a 
unifying plan. This idea is so widespread in this country that it has 
created a very popular corollary: regimented economy is the way 
through which the political regimes of Germany and Italy can be 
brought about. What is overlooked here is the fact that Italy and Ger- 
many are not illustrations of a planned and regimented economy, but 
of a police economy. It was not the trend toward economic regimenta- 
tion or the claimed necessity of it that brought the Fascist parties to 
power; on the contrary, the political regimentation created the neces- 
sity of some police supervision of economics; the castle of dictatorship 
covering the political arena needed an architectural complement in the 
economic field: but what kind of reality this paper building has in 
comparison with the tremendous compactness of the political strong- 
hold can be easily shown by the Italian corporative state. A docu- 
mented demonstration of the inefficiency and harmfulness of the 
authoritarian systems would have greatly strengthened, I think, the 
arguments for the method of freedom. Perhaps liberalism has a chance 
to survive only at the risk of losing itself through intransigence and 
aggressiveness. 

This book is a useful one, but perhaps not as constructive as it could 
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have been. Similar attempts are being made in Europe: the liberal and 
democratic forces are opening the fire with a precise knowledge of the 
targets. This time the call for a new democratic action is sounded not 
only by theoreticians but by men who are skilled in active political 
organization. The program that Henry De Man wrote a few months 
ago for the Belgian socialist party is now considered and discussed as 
a definite plan of social reconstruction; the political activity of Giustizia 
e Liberta is revamping Italian anti-Fascism; the manifesto of the so- 
cialist movement in Germany, recently edited in this country by Nor- 
man Thomas, is another sign in the same direction. Together with 
enormous differences, some fundamental notes can be recognized in all 
these attempts to escape strangulation by the right or by the left: a new 
care for the middle classes, constitutional guarantees for a decent living, 
centralization of control and decentralization of management in eco- 
nomic activity, watchful eyes for the definition and protection of civil 
liberties. After all, the New Deal will not always be a picturesque ex- 
pression of local American politics. To have contributed to this move- 
ment, within the limitations that we must regret, is the best justification 
for the latest book of Mr. Lippmann. 
Max ASCOLI 


INTERNATIONAL YEARBOOK OF AGRICULTURAL STATIS- 
TICS, 1932-33, published by the International Institute of Agriculture 


in Rome, 1933. 794 pp. go lire. 

The most important publication of the International Institute of 
Agriculture in Rome, the International Yearbook of Agricultural Sta- 
tistics, has been greatly supplemented and improved in recent years. 
In its present form the Yearbook differs considerably from the some- 
what meagre standard of the first postwar years. I shall discuss these 
new features later, but it is worth while first to consider some of the 
features that have remained virtually unchanged. 

It is a somewhat surprising fact that, contrary to what might be ex- 
pected, each new Yearbook is a completely independent work, not di- 
rectly connected with the earlier volumes. Thus the Yearbook for 
1932-33 contains data on acreage, yield, production and foreign trade 
for the average of the years 1924 to 1928 and for the years 1929 to 1932. 
The data for the earlier years may of course be found in the previous 
issues of the Yearbook, but it would be difficult to make use of them. 
Estimates of acreage and production are sometimes corrected by the 
statistical offices even many years after their appearance, but the changed 
figures appear in the International Yearbook only as far back as data 
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for all countries are given. Thus in Poland, the estimates of acreage 
and yield for the years 1921 to 1927 were revised upward to make them 
comparable with the figures for 1928 attained by an improved method. 
But in the Yearbooks the corrected figures can be found only for the 
years 1925 to 1927. The difficulties in using the data of the previous 
issues of the Yearbook are still greater as regards totals, since the coun- 
tries included in the totals are not the same in different Yearbooks. A 
student of the wheat situation, for instance, may desire to have the 
figures on world production of wheat for at least a complete five-year 
perioz; but the figures for the four years 1929 to 1932, available in the 
last issue of the Yearbook, can not be supplemented by the figure for 
1928 given in the Yearbook for 1931-32. 

Moreover, the Institute’s publications do not contain series over long 
periods of years, such as every earnest student requires. No wonder 
that in serious studies the material supplied by the Department of 
Agriculture of the United States, the Food Research Institute in Cali- 
fornia, etc., is used much more freely than that of the International 
Institute.t 

The second point of general importance I wish to emphasize is that 
the Institute is too easily satisfied with the first summations and com- 
putations. Totals are presented (with subdivisions) on world produc- 
tion of each of the principal grains, oilseeds and many other agricultural 
products. No attempt, however, is made to compute the world produc- 
tion of all principal grains, or all oilseeds together. Similarly, only the 
data on exports and imports of individual products are presented; totals 
on world trade in all grains together each user of the Yearbook has to 
compute for himself. As regards prices, only those for single products 
on separate markets are compiled. What is much more needed, how- 
ever, are prices of the commodities on the world market with dif- 
ferences in quality, influences of individual markets, etc., eliminated 
as far as possible. As the International Institute of Agriculture makes 
no effort in this direction, many other institutions have continued to 
*In compiling series over long periods of years the Institute would of course be 
compelled to change fundamentally its methods of working. Elasticity must step in, 
where strict formality rules now. One can not, for example, prepare series on world 
production over a long period using, as the Institute has made it a principle to do, 
only official figures, because the official statistics of many countries for different 
periods are incomparable. The formal, inelastic methods of working are, however, 
not only inadequate for the preparation of long time series, but they also reduce the 
value of the current information supplied. In calculating the probable surplus of 
wheat in exporting countries, for instance, the Institute has frequently used the 


standing official figure on Canadian production at a time when the deliveries to the 
country elevators had already made it certain that the official estimate was not correct. 
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perform this necessary task, or have undertaken to do so even after the 
creation of the Institute. The extensive use of the indexes of world 
production and trade in agricultural products calculated by the League 
of Nations, of Broomhall’s prices of red imported wheat of fair quality 
in Liverpool, of the British parcels wheat prices compiled by the Food 
Research Institute, etc., shows how pressing the need for such data is. 

In the Yearbooks issued since the war, excepting the last two issues, 
the averages of the years 1909-13 or 1909-10—1913-14 were used as bases 
of comparison for the figures on production and trade. In other sec- 
tions of the Yearbook the more primitive base of only one year, 1913, 
was used, although many serious mistakes were bound to result. 

Beginning with the issue for 1931-32 the Institute has abandoned the 
prewar bases, the correct as well as the deficient ones, and has replaced 
them by postwar figures. In explanation of this the General Secretary 
states in the 1931-32 preface, ‘““The prewar period is now rather distant 
and many changes that have occurred in the interval seem to be of a 
definite nature or, at any rate, to exclude any return to the previous 
position. The series of data not influenced by the exceptional circum- 
stances of the years immediately following the war is now sufficiently 
large to permit the adoption of a new basis of comparison, better 
adapted to the present conditions. . . . It has therefore appeared op- 
portune to abandon the comparison with prewar years.” 

Much in this reasoning is unquestionably sound. Some change in 
regard to the bases of comparison is surely needed, especially as the 
great perturbations caused by the war had established the habit of 
looking back to the prewar time as to a normal status to which every- 
thing would gradually return. The prewar base had finally come to 
be taken as a standard norm. If one could show that something was 
not in accord with prewar conditions, its abnormal nature was regarded 
as proved. Multitudes of requests directed to the government for the 
introduction or raising of import duties, quotas, subsidies, etc., had in 
their favor no argument except that the petitioners were not getting 
what they had before the war. 

A dethroning of the prewar base of comparison will therefore un- 
questionably be welcomed. But the prewar figures have surely not lost 
their importance entirely. No serious investigation can do without 
them. For many countries and many summations the prewar base will 
for a long time to come remain more important than a postwar base. 
The abuse of it would be prevented by providing two bases, thus pro- 
moting the investigation of the relation to and the departure from both 
bases. 
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Granted, however, that only one base shall be constructed and that 
it shall be a postwar one, how should this base be made up? The Insti- 
tute thinks it best to use for this purpose the average of the five years 
immediately preceding those for which data are given in the respective 
Yearbooks. As the Yearbook for 1931-32 provided data on production 
and trade in the years 1928 to 1931, the average of 1923 to 1927 was 
used as a base. In the Yearbook for 1932-33 the average of 1924 to 1928 
is the base, etc. But can this purely formal method be regarded as ap- 
propriate for constructing a base of comparison? 

A base of comparison must possess some typical properties. The years 
selected for composing it must, therefore, be to some extent homoge- 
neous. The Institute recognizes that the data used should not be in- 
fluenced by the exceptional circumstances of the years immediately 
following the war—and surely not by those of the war years themselves. 
But the merely formal method of selecting the base chosen by the 
Institute makes it impossible to meet this requirement. By 1923 or even 
1924 the disturbances of the war had not disappeared entirely. In prac- 
tically all European countries the figures on crop production and on 
number of livestock still remained low, whereas in the United States 
and some other countries the liquidation of wartime overexpansion 
was not yet completed. In my opinion a five-year average for 1925 to 
1929 would meet the situation much better than the averages used in 
the last two Yearbooks of the Institute. The fact that two years enter- 
ing this average, 1928 and 1929, are given in the Yearbook for 1931-32 
separately is no reason for not using them in the preparation of the 
base. 

Moreover, the usefulness of the bases prepared by the Institute is 
impaired not only by the inclusion of extraordinary war and postwar 
years; the merely formal method of selecting the data is a considerable 
danger for the future as well. In the last issue of the Yearbook the rep- 
resentative character of the base as a postwar norm improved. The same 
will be the case with the next issue. Beginning with the Yearbook for 
1934-35, however, the bases must become more and more meaningless, 
since they will include years of prosperity and years in which produc- 
tion, prices, etc., were strongly affected by the unprecedented world 
crisis. 

As regards the individual sections of the Yearbook, I must content 
myself with cursory observations. In the section devoted to production 
the Institute still keeps to the usage of giving figures on areas without 
stating whether the data refer to areas sown or harvested. There is only 
a general statement made in a footnote that “the figures of areas, when- 
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ever possible, are those of areas harvested.” But the student must know 
exactly for each individual country what areas he has to deal with. 
Apart from this, at least for winter grain, figures should be given both 
on areas harvested and on areas sown. In studying the trend of agricul- 
tural production over a brief period of years, the data on acreage har- 
vested are very frequently of very little value; sometimes they are even 
liable to cause significant errors. As the material compiled by the In- 
stitute does not extend over many years it would perhaps be more 
expedient, if merely one set of figures can be given, to supply data only 
on acreage sown. 

The tables on trade have been greatly improved of late by introduc- 
ing two-fold summations. Up to the issue for 1926-27 only one set of 
totals for gross exports and imports was given. Beginning with 1927-28 
totals for net exports and imports have been added, this series being 
obtained by summing up all net exports and all net imports separately. 
The totals on all exports and imports, the only ones available previ- 
ously, are very useful. But surely most people are primarily interested 
in the second series. 

The section dealing with trade exhibits a further improvement by an 
addition of tables on trade in wheat and flour together, flour being 
expressed in terms of wheat. The study of the grain market would be 
still more facilitated if the Institute would furnish tables on bran (of 
wheat, rye and rice) . For more profound studies data on trade in prod- 
ucts made of barley, oats and corn are likewise necessary. Data on oil 
cake must be included in any case. Students of the oilseed and oil 
market, of the dairy industry and of the market for feeding stuffs, are 
very much interested in them. 

The tables on exports and imports arranged not by calendar years 
but by commercial seasons (August-July) , have of late been enriched 
by inclusion of the countries of the southern hemisphere, previously 
lacking, so that world totals can be calculated for commercial seasons 
as well. In this section of the Yearbook data on exports and imports of 
corn are lacking. Every study of the world trade in grain is unques- 
tionably incomplete without the transactions in this important cereal. 

The number of markets for which price series are published has been 
greatly increased during the last few years. On rye and rice, for instance, 
until recently only one series was supplied for each product, whereas 
now six series are found for each of them. 

The need for prices which are undisturbed by local conditions of 
individual markets, especially by import duties, quota regulations, etc., 
and which may be regarded as representative of the world market, has 
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been stressed above. As the prices on individual markets are compiled 
in the statistics of the respective countries, an international institute 
should make it its primary object to prepare series representative of 
the status of the commodity on the world market. The series of prices 
of South Russian rye, which actually represent a combination of prices 
of rye from different countries, can be regarded as a very small step 
toward what should be accomplished in this field. 

Apart from the weekly prices (and freight rates) expressed in the 
original currency usually published in the Yearbook, the issue for 1931- 
32 for the first time contains monthly averages of these prices reduced 
to gold francs. This has made the Yearbook more useful. It could be 
still further improved if yearly averages for calendar and commercial 
years were given. 

Since the issue of 1930-31 the statistics on stock are included in the 
Yearbook. But the data presented are still very incomplete, the only 
figures given being those on the carryover of wheat in Canada and 
in the United States, on visible commercial stocks of grain in the same 
countries, on grain afloat to Europe and on port stocks of grain in the 
United Kingdom. The investigation of the Food Research Institute, 
“Estimation of End-Year World Wheat Stocks from 1922,’ shows that 
by including all available data and using correct working methods very 
important results can be attained in this field. 

The value of the work would be greatly raised by publishing it in 
several parts at different dates adjusted to the seasonal availability of 
the statistics included. As soon as all separate parts of a Yearbook were 
out, they could easily be bound together in one volume. The Institute 
will meet all reasonable requirements only by supplying long time 
series, some of them extending over at least half a century, and by simul- 
taneously rendering its publications as up to date as possible, thus 
enabling the student to survey the present situation in the light of past 


developments. 
N. JASNY 


ROGERS, LINDSAY. Crisis Government. [Social Action Books, ed. by 
Alvin Johnson] New York: Norton. 1934. 166 pp. $1.75. 

This book frankly acknowledges its origin in a course of lectures, re- 
worked and amplified with the development of events. It is loosely built 
and not weighted down with scientific framework or with systematic 
reports of facts. A simple and clear idea is developed in various chapters 


* Wheat Studies, vol. ix, no. 5, 1933. 


398 SOCIAL RESEARCH 


which are not connected in a strictly logical way and which often over- 
lap. But many fine observations are distributed through the whole. 

There are two basic ideas: that the treaties of 1919 were said to create 
a world safe for democracy, but created a world full of dictatorships; 
that strong executive powers became necessary in democracies also. 

The introduction takes the peace treaties as point of departure. ‘The 
11,000 kilometres of new customs frontiers were a portent of what would 
happen to international trade. In the author’s opinion, when one con- 
siders the problems that confronted certain postwar European states 
the amazing thing is that government was carried on at all. Seeds of 
dictatorship had been widely sown. 

The author pictures first the spread of dictatorship in Albania, Hun- 
gary, Italy, Lithuania, Portugal, Spain, Russia, Turkey, Yugoslavia, 
and lastly Germany and Austria. He repeatedly stresses the point that 
the Hitler movement in Germany could not have gained strength if 
the provisions of the Treaty of Versailles had been relaxed more quickly 
and if Germany had not always been made to feel that she was an 
inferior nation branded with war guilt and still doing penance for her 
sins in bringing about the war in 1914. He states that the German transi- 
tion to dictatorship had been prepared for by the rigorous regime which 
prevailed under the emergency decrees of Bruening, von Papen and 
Schleicher. Millions of Germans temporarily favor the new regime— 
faute de mieux—because there is no alternative and because they wish 
it to have an opportunity to fulfill its promises. But the author adheres 
to the opinion that the phenomenon of dictatorship is a temporary one. 
This is not to say that parliaments are the final form of government. 
The spread of dictatorship will aid democratic government because it 
will force a reexamination of political institutions. Clearly new forms 
of representative institutions must evolve. 

In the next chapters the author describes the various sorts of demo- 
cratic substitutes for dictatorship formerly in Germany and Austria, 
still enduring in Great Britain, France, Belgium and the United States. 
He holds that the Weimar constitution in Germany worked admirably 
for a decade. Elsewhere in this issue (“Constitutions and Leadership”) 
I state a differing opinion on the wisdom of the Weimar constitution. 

In connection with the fact that in 1931 some British ministers could 
vote against the cabinet’s tariff bill without overthrowing the cabinet, 
Rogers asks if it might be possible to renounce the differences of parties 
and to confine the differences of opinion to differences within a single 
party. 

Rogers staunchly maintains the importance of courageous leadership. 
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He emphasizes the fact that the electorate in Great Britain in 1931 
showed no resentment against executives who had sought to lead. But 
the important point is that before its dissolution the House of Com- 
mons had given its express approval of the policy of the leaders and 
had assumed a share in the responsibility by passing the National 
Economy Act. Hence all members of the majority were bound to the 
same policy. In Germany the first Bruening decree in 1930 was opposed 
by the parliament. The result of this cleavage between cabinet and par- 
liament was disastrous for both: the pro-democratic parties lost and the 
anti-parliamentary parties won. Not only the cabinet, but also the 
parties behind it must exhibit courage. 

Rogers suggests that more attention should be given to the fact that 
the best chances of reelection lie in seeming not to think about re- 
election. He considers it a hopeful sign that some of the principal states- 
men of the world have almost completely stopped talking nonsense in 
public. But he does not repudiate tactics completely; indeed, he re- 
grets that there is no modern manual of political tactics. 

Presidential dictatorship, an expression which Rogers had already 
used in 1919, is today, he asserts, far more of a reality than it was dur- 
ing the war. Dissent has not been penalized but it has been unpopular. 
As early as 1907 Wilson wrote that the United States as a nation “craves 
a single leader. If he rightly interpret the national thought and broadly 
insist upon it he is irresisiibie.” 

The last chapter pictures the international world as suffering a “crisis 
without government.” Some cogs of the international machinery show 
imagination, but the technique must be improved. The greatest ad- 
vance of the peace treaties of 1919 is that they admit that their arrange- 
ments might not be permanent. One principal reason for the existing 
defects is that the rule of unanimity is insisted upon. Until this rule 
is qualified, international anarchy will continue. 

Rogers appeals for a “revamping” of the machinery of representative 
government. Power may be handed over to certain autonomous groups 
or quasi-public corporations so that they may make decisions within the 
limits of the authority given them, but the government would determine 
these limits and remain the final arbitcr. Rogers favors a gradual in- 
crease of governmental control and, in special cases, the substitution 
of public ownership for private ownership, without administration by 
bureaucratic departments. A similar program, especially the employ- 
ment of autonomous groups, was widely discussed in Germany after the 
war but not realized. Now these ideas emerge all over the world. 

ARNOLD BRECHT 
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WRIGHT, QUINCY, ed. Public Opinion and World Politics. [Harris 
Foundation Lectures] Chicago: The University of Chicago Press. 1933. 
237 Pp- $3- 

This is a collection of lectures delivered at the University of Chicago 
in June 1933. The contribution of writers of different nationalities gives 
to this symposium the character of an international pageant on public 
opinion, and the results are savory. Mr. J. A. Sauerwein, foreign editor 
of the Paris Soir, offers some charming and noncommittal considera- 
tions on the glory and servitude of the press, some realistic and cautious 
opinions on evolution and progress, and some views on Fascism as 
compared to Nazism which show how the writer in spite of his technical 
knowledge of propaganda has been affected by many outworn slogans. 

The book in its most interesting part deals not so much with public 
opinion as it is, as with the way in which it can be created, namely 
with propaganda. But propaganda is a dangerous subject and it is 
difficult in talking about it not to make a propaganda of one’s own: in 
this case a propaganda in behalf of one’s own nation, considered lily 
white, unapt to influence the opinions of other nations, more inclined 
to credulity than to shrewdness. Thus Mr. Rubarth in his learned lec- 
tures on the method of political propaganda tells us that Germany (as 
well as America, he kindly adds) proved during the war to be “in- 
capable of dealing with propaganda on a scale equal to that of England, 
France, and others” (p. 110): a view against which in the same book 
some very disconcerting data are given by Professor Lutz, director of 
the Hoover Museum at Stanford University. 

The psychological involutions of the idea of propaganda reach an 
extremely intelligent and almost metaphysical complication in the 
chapter written by Dr. Harold Lasswell. Dr. Lasswell makes propaganda 
for the student of propaganda, and exposes with sophisticated candor 
one of the most ambitious dreams which can allure the intellectuals 
of today. An absolute detachment from the passions and symbols of 
the actual fighting political forces, he says, can provide the student of 
political patterns with the most privileged immunity from the convul- 
sions of this crumbling world. If the political sophisticate is skilled 
enough, he can build a Noah’s ark in which to shelter himself and some 
specimens of the existing political fauna; so he can float and continue 
undisturbed his sociological and psychological investigations assuring 
at the same time his survival and the interests of science. 

This viewpoint opens a most exciting problem of political theory: 
the relations between the two branches of the Machiavelli family, the 
legitimate one where the tradition of intellectual Machiavellism is 
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followed, and the bastard one composed of men of action who prac- 
tice Machiavellism but do not talk about it. Machiavelli, as well as his 
rightful descendants, has always been worsted by the men of action; 
but now the problems are so numerous and interwoven that perhaps a 
body of detached political technicians can get standing and security; 
perhaps the times are ripe for a disembodied brain trust. 

M. A. 


BONN, M. J. The American Adventure. New York: John Day. 1934. 
318 pp. $2.50. 

The history of this book and at the same time its fate is written be- 
hind the title page: German edition 1930, English edition 1933, Ameri- 
can edition 1934. The English edition, says the same page, has been re- 
written and enlarged by the author; but obviously the book bears the 
marks of a philosophy conceived in Coolidge’s time, with some addi- 
tions made in the depression era. The author himself has felt how prob- 
lematic his picture had become in a space of four years: the title was 
Die Kultur d. V. S. von A. It became in 1933 The American Experiment 
and in 1934 The American Adventure. The book is a useful and pene- 
trating source of information, it offers a fair picture of yesterday’s 
reality,.it may be splendidly true tomorrow, but today it gives a feeling 
of suspense. We learn of an America where “the handiest weapon to 
destroy radicalism is high wages,” of an American plan to suppress 
poverty, of the revolt against Puritanism; today the word wages is ac- 
companied by the adjective decent and suffers the shadow of another 
word, dole, the American plan is the one heralded by General Johnson 
and Puritanism is so completely vanished that it has been allowed to 
make a comeback under the name of intellectual class consciousness 
and inherent discipline. 

Professor Bonn outlines a suggestive philosophy of American ideals: 
“A society of free men shall be founded, freed from fear and pain, in 
which political fear will be banished by democracy, economic subjec- 
tion by superabundant production, and anxiety about one’s soul by 
faith in a merciful God” (p. 312). Is this dream still alive? Is America 
today, as President Roosevelt assumes, recapturing through hardships 
her old ideals? Is the present phase of the American adventure a con- 
tinuation or a denial of the preceding ones? These are hard problems 
and one would like to have them approached by such a thorough thinker 
as Professor Bonn proves to be. 


M. A. 
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